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The directors present their annual report and the audited financial statements for the year
ended 30 June 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries are principally engaged in
sales of general systems products, provision of services and software licensing, leasing of
systems products, investments in telecommunications networks and e-commerce projects
and holding strategic investments in advanced technology product development companies.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2004 are set out in the consolidated
income statement on page 19 and in the accompany notes to the financial statements. An
interim dividend in scrip form equivalent to 1.6 cents per share, with a cash option, was
distributed to the shareholders during the year. A final dividend in scrip form equivalent to
2.7 cents per share, with a cash option, is proposed by the directors. Movements of the
accumulated profits are set out in note 32 to the financial statements.

SHARE CAPITAL AND WARRANTS

Details of movements in the share capital and warrants of the Company during the year are
set out in note 30 to the financial statements.

RESERVES

Details of movements in the reserves of the Group and the Company during the year are set
out in note 32 to the financial statements.

The Company'’s reserves available for distribution represent the aggregate of dividend reserve,
general reserve, special reserve and the accumulated profits of HK$1,532,202,000.
PROPERTY, PLANT AND EQUIPMENT

During the year, the Group incurred an aggregate of approximately HK$7.4 million mainly in
the acquisition of additional plant and machinery and telecommunications networks.

Details of these and other movements in the property, plant and equipment of the Group
during the year are set out in note 12 to the financial statements.

ASSOCIATE

Particulars of the Group’s associate at 30 June 2004 are set out in note 18 to the financial
statements.
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DIRECTORS AND SERVICE CONTRACTS

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

Executive directors:

Mr. Paul Kan Man Lok
Mr. Leo Kan Kin Leung
Mr. Lai Yat Kwong

Independent non-executive directors:

Mr. Terry John Miller

Mr. Francis Gilbert Knight
Mr. Frank Bleackley

Prof. Liang Xiong Jian
Prof. Ye Pei Da

Ms. Jennifer Cheung Mei Ha (resigned on 23 March 2004)

In accordance with sections 87(1) of the Company’s Bye-laws, Mr. Francis Gilbert Knight
and Prof. Ye Pei Da retire and, being eligible, offer themselves for re-election. All other remaining
directors continue in office.

No directors being proposed for re-election at the forthcoming annual general meeting has a
service contract which is not determinable by the Group within one year without payment of
compensation (other than statutory compensation).

The non-executive directors have been appointed for a term subject to retirement by rotation
as required by the Company’s Bye-laws.

SHARE OPTIONS AND DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

The Company, Kantone Holdings Limited (“Kantone”), a 57% owned subsidiary of the
Company, and DIGITALHONGKONG.COM, a 78% owned subsidiary of the Company, each
has a share option scheme under which eligible persons, including directors of the Company,
Kantone, DIGITALHONGKONG.COM or any of their respective subsidiaries, may be granted
options to subscribe for shares in the Company, Kantone and DIGITALHONGKONG.COM
respectively.

Details of the share option schemes of the Company, Kantone and
DIGITALHONGKONG.COM are set out in note 31 to the financial statements.

Other than the share option schemes described in note 31 to the financial statements, at no
time during the year was the Company or any of its subsidiaries a party to any arrangement
to enable the directors of the Company to acquire benefits by means of acquisition of shares
in, or debentures of, the Company or any other body corporate.
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Mr. Paul Kan Man Lok
WX R E

Mr. Paul Kan Man Lok
XL

Mr. Paul Kan Man Lok

DIRECTORS’ INTERESTS OR SHORT POSITIONS IN SECURITIES

At 30 June 2004, the interests and short positions of the directors of the Company in the
shares, underlying shares or debentures of the Company or any of its associated corporation
(within the meaning of Part XV of the Securities and Futures Ordinance (the “SFO™)), which
were recorded in the register required to be kept by the Company pursuant to Section 352 of
the SFO, or as otherwise notified to The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) were as follows:
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of the
issued
share
capital
HERTRE
ZEMH

28.80%
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1. 340,930,150 shares and 64,437,619 warrants were held by Lawnside International Limited (“Lawnside™).
Lawnside is wholly owned by Lanchester Limited which is a company beneficially owned by a discretionary
trust, the eligible discretionary objects of which include Mr. Paul Kan Man Lok and his family members
and staff of the Company and its subsidiaries. As at 30 June 2004, only Mr. Paul Kan Man Lok and his
family members were discretionary objects of the trust and Lawnside held approximately 28.80% of the
entire issued share capital of the Company. The warrants issued by the Company will expire on 7 February

2005.

2. 1,322,420,962 shares were held by the Company and 407,779,752 shares were held by Lawnside.

3. 117,300,000 shares were held by the Company and 2,669,171 shares were held by Lawnside.
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DIRECTORS’ INTERESTS OR SHORT POSITIONS IN SECURITIES - Continued

Save as disclosed above and other than certain nominee shares in subsidiaries held by directors
in trust for the Company or its subsidiaries, none of the directors or any of their associates
had any interest or short position in the securities, underlying shares or debentures of the
Company or any of its associated corporations as defined in Part XV of the SFO as at 30 June
2004.

DIRECTORS’ INTERESTS IN CONTRACTS AND CONNECTED TRANSACTIONS

During the year, the Company and its subsidiaries other than Kantone and its subsidiaries
(the “Kantone Group™), and DIGITALHONGKONG.COM and its subsidiaries (the “DIGITALHK
Group™) had the following transactions with the Kantone Group and the DIGITALHK Group:

Transactions Transactions
with the with the
Kantone DIGITALHK
Group Group
HEESE HEYEEE
RS EBz2xZS
HK$'000 HK$'000
FHET FHET

Fees received for the provision of office premises
and facilities, and management services 100 -
Purchases of pagers and equipment 42 -
Sales of telecommunications equipment 169 -
Registration fee, annual fee and technical fee paid - 884
Administration fees received - 960
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In the opinion of the independent non-executive directors of the Company, the above
transactions were carried out in the usual course of business and on normal commercial
terms.

In addition, Lawnside entered into placing and conditional subscription agreements on 3
December 2003 and 16 February 2004 respectively for placing the existing shares of the
Company to independent third parties and subscribing the Company’s new shares. Details
of the transactions are set out in note 30(d) to the financial statements.

Save as disclosed above, no contracts of significance to which the Company or any of 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.
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SUBSTANTIAL SHAREHOLDERS

As at the 30 June 2004, the following persons (other than a director and chief executive of
the Company disclosed under directors’ interests or short positions in securities) had interests
in the share capital of the Company as recorded in the register required to be kept by the
Company under Section 336 of the SFO:

Credit Suisse Group
(Note Hi3F)

Lawnside

Interest of controlled
corporation
RES AR

Interest of controlled
corporation
FEH AR 2 S

Interest of controlled
corporation
FEH AR 2

Beneficial owner
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Approximate
percentage
Description of Number of of issued
Number equity underlying share
of shares  derivatives shares capital
HEBITRA
RHEE RESTETIAHS HEARGEE ZHRBE DL
7,859,947 - - 0.7%
- Convertible bonds and 62,976,769 5.3%
subscription rights
to subscribe of shares
AR ES R
R 2 R B
- Warrants to subscribe 95,270 -
for shares
R 2 R iEE
340,930,150 - - 28.8%
- Warrants to subscribe 64,437,619 5.4%

for shares
RN < RIREE

Note:  Asat30June 2004, Credit Suisse Group was also deemed to have short interestin 1,985,804 underlying
shares of the Company.

Save as disclosed herein and disclosed under directors’ interests or short positions in securities,
as at 30 June 2004, according to the register of interests required to be kept by the Company
under Section 336 of the SFO, there was no person who had any interest or short position in
the shares or underlying shares of the Company.

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS OR SIMILAR RIGHTS

Other than the convertible bonds, and warrants and share options as set out in notes 28, 30
and 31 respectively to the financial statements, the Company had no outstanding convertible
securities, options, warrants or other similar rights as at 30 June 2004 and there was no
exercise of convertible securities, options, warrants or similar rights during the year.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Bye-laws or the laws of
Bermuda which would oblige the Company to offer new shares on a pro-rata basis to existing
shareholders.

DONATIONS

During the year, the Group made charitable and other donations amounting to HK$1,323,000.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 30 June 2004, the aggregate amount of turnover and purchases attributable
to the Group’s five largest customers and suppliers respectively represented less than 30%
of the Group’s total turnover and purchases.

POST BALANCE SHEET EVENT

Details of a significant post balance sheet event are set out in note 41 to the financial
statements.

CORPORATE GOVERNANCE

The Company has complied throughout the year with the Code of Best Practice as set out in
Appendix 14 of the Rules Governing the Listing of Securities on the Stock Exchange.

AUDITORS

A resolution will be proposed at the annual general meeting to re-appoint Messrs. Deloitte
Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Paul KAN Man Lok
CHAIRMAN

Hong Kong

21 October 2004



