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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”). Its ultimate
holding company is Champion Technology Holdings Limited
(“Champion”), a company which was originally incorporated in the
Cayman Islands but subsequently re-domiciled to Bermuda, and its
shares are also listed on the Stock Exchange. The addresses of the
registered office and principal place of business of the Company are
disclosed in the Corporate Information section of the annual report.

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

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 42.

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

In the current year, the Group has applied, for the first time, a number
of new Hong Kong Financial Reporting Standards (“HKFRSs"),
Hong Kong Accounting Standards (“HKASs") and Interpretations
(“INT") (hereinafter collectively referred to as “new HKFRSs”) issued
by the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
that are effective for accounting periods beginning on or after 1
January 2005. The application of the new HKFRSs has resulted in a
change in the presentation of the consolidated income statement,
consolidated balance sheet and the consolidated statement of
changes in equity. In particular, the presentation of minority interests
has been changed as required by HKAS 1 “Presentation of financial
statements”. The changes in presentation have been applied
retrospectively. The adoption of the new HKFRSs has resulted in
changes to the Group’s accounting policies in the following areas
that have an effect on how the results for the current and/or prior
accounting years are prepared and presented.

BUSINESS COMBINATIONS

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

Goodwill

In previous years, goodwill arising on acquisitions prior to 1 July
2001 was held in reserves. Goodwill previously recognised in reserves
approximately HK$44,036,000 has been transferred to the Group’s
retained profits on 1 July 2005 (see note 3 for the financial impact).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

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

BUSINESS COMBINATIONS (Continued)

Goodwill (Continued)

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

FINANCIAL INSTRUMENTS

In the current year, the Group has applied HKAS 32 “Financial
instruments: disclosure and presentation” and HKAS 39 “Financial
instruments: recognition and measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective for annual
periods beginning on or after 1 January 2005, generally does not
permit the recognition, derecognition or measurement of financial
assets and liabilities on a retrospective basis. The principal effects
resulting from the implementation of HKAS 39 and HKAS 32 are
summarised below:

Convertible bonds

Previously, the convertible bonds were classified as liabilities and
recorded at the proceeds received on the balance sheet. The
additional subscription rights granted to the convertible bond holders
to subscribe for shares of the company at a fixed price was not
recognised on the balance sheet.

On application of HKAS 32, the additional subscription rights granted
are recorded at fair value and the amount is deducted from the
carrying amount of the convertible bonds. The fair value of the
subscription rights amounting to HK$1,850,000, will remain in
subscription right reserve until the subscription rights are exercised
(in which case the balance stated in subscription right reserve will
be transferred to share premium). Where the subscription rights
remain unexercised at the expiry date, the balance stated in
subscription right reserve will be released to the retained profits.
No gain or loss is recognised in profit or loss upon exercise or
expiration of the subscription rights. In accordance with HKAS 32,
the adjustment has been retrospectively applied.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING
STANDARDS/CHANGES IN
ACCOUNT'NG POL'C'ES (Continued)

FINANCIAL INSTRUMENTS (Continued)

Convertible bonds (Continued)

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

On 1 July 2005, the Group has elected to designate its convertible
bonds with embedded derivatives as whole as financial liabilities at
fair value through profit or loss on initial recognition. At each
subsequent balance sheet date, the entire convertible bonds will be
measured at fair value, with changes in fair value recognised directly
in profit or loss in the period in which they arise. In accordance with
relevant transitional provisions of HKAS 39, carrying amount of
convertible bonds as at 1 July 2005 was increased by approximately
HK$10,460,000 with a corresponding decrease in retained profits,
being the fair value adjustment on 1 July 2005 (see note 3 for the
financial impact).

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

Classification and measurement of financial assets and financial
liabilities

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

By 30 June 2005, the Group classified and measured its debt and
equity securities in accordance with the benchmark treatment of
Statement of Standard Accounting Practice 24 (“SSAP 24”). Under
SSAP 24, investments in debt or equity securities are classified as
“investment securities”, “other investments” or “held-to-maturity
investments” as appropriate. “Investment securities” are carried at
cost less impairment losses (if any) while “other investments” are
measured at fair value, with unrealised gains or losses included in
the profit or loss. Held-to-maturity investments are carried at
amortised cost less impairment losses (if any). From 1 July 2005
onwards, the Group classifies and measures its debt and equity
securities in accordance with HKAS 39. Under HKAS 39, financial
assets are classified as “financial assets at fair value through profit
or loss”, “available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”. “Financial assets
at fair value through profit or loss” and “available-for-sale financial
assets” are carried at fair value, with changes in fair values
recognised in profit or loss and equity respectively. Available-for-
sale equity investments that do not have quoted market prices in an
active market and whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by delivery of such
unquoted equity instruments are measured at cost less impairment
after initial recognition. “Loans and receivables” and “held-to-
maturity financial assets” are measured at amortised cost using the
effective interest method.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING
STANDARDS/CHANGES IN
ACCOUNTING POLICIES (continved)

FINANCIAL INSTRUMENTS (Continued)

Classification and measurement of financial assets and financial
liabilities (Continued)

On 1 July 2005, the Group classified and measured its debt and equity
securities in accordance with the requirements of HKAS 39. As a
result of the adoption of HKAS 39, the Group reclassified “Interest
in e-commerce projects” and “Investments” recorded in the
consolidated balance sheet at 1 July 2005 amounting to
HK$72,818,000 and HK$129,467,000 respectively as “Available-for-
sale investments”. The changes have not had any significant impact
on the results for the current or prior periods. No prior period
adjustments were required.

Financial assets and financial liabilities other than debt and equity
securities

From 1 July 2005 onwards, the Group classifies and measures its
financial assets and financial liabilities other than debt and equity
securities (which were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39. Financial assets under
HKAS 39 are classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”, “loans and
receivables” or “held-to-maturity financial assets”. Financial
liabilities are generally classified as “financial liabilities at fair value
through profit or loss (other financial liabilities)”. “Other financial
liabilities” are carried at amortised cost using the effective interest
method. Except for convertible bonds mentioned above, the adoption
of HKAS 39 has had no material effect on the Group’s results for
current and prior accounting periods.

OWNER-OCCUPIED LEASEHOLD INTEREST IN LAND

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

(i) The effect of the changes in the accounting policies described

3. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

3. SUMMARY OF THE EFFECTS OF THE

CHANGES IN ACCOUNTING
POL'C'ES (Continued)

The Group has not early applied the following new standards,
amendments and interpretations that have been issued but are not
yet effective. The directors of the Company anticipate the application
of these new standards, amendments and interpretations will have
no material impact on the Group's consolidated financial statements.

HKAS 1 (Amendment)
HKAS 19 (Amendment)
HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4

(Amendments)
HKFRS 6
HKFRS 7
HKFRS — INT 4
HKFRS — INT 5
HK(IFRIC) — INT 6
HK(IFRIC) — INT 7
HK(IFRIC) — INT 8
HK(IFRIC) — INT 9
HK(IFRIC) — INT 10

Capital disclosures'

Actuarial gains and losses, group plans
and disclosures?
Net investment in a foreign operation?

Cash flow hedge accounting of forecast
intragroup transactions?

The fair value option?

Financial guarantee contracts?

Exploration for and evaluation of
mineral resources?
Financial instruments: Disclosures'

Determining whether an arrangement
contains a lease?

Rights to interests arising from
decommissioning, restoration and
environmental rehabilitation funds?
Liabilities arising from participating in
a specific market — waste electrical
and electronic equipment®

Applying the restatement approach
under HKAS 29 Financial Reporting in
Hyperinflationary Economies*

Scope of HKFRS 2°
Reassessment of embedded
derivatives®

Interim financial reporting and
impairment’
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3. SUMMARY OF THE EFFECTS OF THE

CHANGES IN ACCOUNTING
POL'C'ES (Continued)

Effective for annual periods beginning on or after 1 January
2 E?f?az:tive for annual periods beginning on or after 1 January
s ng[(]a%tive for annual periods beginning on or after 1 December
o Eg‘gg.ﬂve for annual periods beginning on or after 1 March 2006.

° Effective for annual periods beginning on or after 1 May 2006.
£ Effective for annual periods beginning on or after 1 June 2006.

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

SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared under
the historical cost basis except for certain financial instruments,
which are measured at fair values.

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

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

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

All significant intercompany transactions and balances within the
Group have been eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group’s equity therein. Minority
interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority's
share of changes in equity since the date of the combination. Losses
applicable to the minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests of the Group
except to the extent that the minority has a binding obligation and is
able to make an additional investment to cover the losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

GOODWILL
Goodwill arising on acquisitions prior to 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is before 1 January 2005 represents the excess of
the cost of acquisition over the Group's interest in the fair value of
the identifiable assets and liabilities of the relevant subsidiary at
the date of acquisition.

Goodwill arising on acquisitions on or after 1 January 2005

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

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

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units,
or groups of cash-generating units, that are expected to benefit from
the synergies of the acquisition. A cash-generating unit to which
goodwill has been allocated is tested for impairment annually, and
whenever there is an indication that the unit may be impaired. For
goodwill arising on an acquisition in a financial year, the cash-
generating unit to which goodwill has been allocated is tested for
impairment before the end of that financial year. When the
recoverable amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is allocated to reduce
the carrying amount of any goodwill allocated to the unit first, and
then to the other assets of the unit pro rata on the basis of the
carrying amount of each asset in the unit. Any impairment loss for
goodwill is recognised directly in the consolidated income statement.
An impairment loss for goodwill is not reversed in subsequent
periods.

On subsequent disposal of a subsidiary, the attributable amount of
goodwill capitalised is included in the determination of the amount
of profit or loss on disposal.

REVENUE RECOGNITION

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

Sales of goods are recognised when goods are delivered and title
has passed.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

REVENUE RECOGNITION (Continued)
Service income is recognised when the services are rendered.

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

Income from certain available-for-sale investments where the Group
is contracted to receive a pre-determined minimum sum over the
period of the projects is allocated to accounting periods so as to
reflect a constant periodic rate of return on the net investment in
these available-for-sale investments. Income from other available-
for-sale investments are recognised when the Group's right to receive
the distributions has been established.

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

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset
to that asset’s net carrying amount.

Dividend income is recognised when the Group’s right to receive
payment has been established.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are stated at cost less depreciation
and amortisation and any accumulated impairment losses.

Depreciation and amortisation are 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 owned assets, or the terms of the
leases, where shorter.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

PROPERTY, PLANT AND EQUIPMENT (Continued)

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the item) is
included in the consolidated income statement in the year in which
the item is derecognised.

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 consolidated 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 consolidated income statement on a
straight line basis over the relevant lease term.

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

Development costs for systems and networks represent all direct
costs incurred by the Group in setting up systems and networks,
including the cost of equipment, development cost and
subcontracting expenditure. Such assets are recognised only if all
of the following conditions are met:

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

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

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

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

— its ability to measure reliably the expenditure attributable to
the asset during its development.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

DEVELOPMENT COSTS FOR SYSTEMS AND NETWORKS
(Continued)

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

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

An item of development costs for systems and networks is
derecognised upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. Any gain
or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying
amount of the item) is included in the consolidated income statement
in the year in which the item is derecognised.

INTANGIBLE ASSETS

On initial recognition, intangible assets acquired separately and from
business combinations are recognised at cost and at fair value
respectively. After initial recognition, intangible assets with finite
useful lives are carried at costs less accumulated amortisation and
any accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on a straight-line basis
over their estimated useful lives.

Gains or losses arising from derecognition of an intangible asset
are measured at the difference between the net disposal proceeds
and the carrying amount of the asset and are recognised in the income
statement when the asset is derecognised.

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised on the
consolidated balance sheet when a group entity becomes a party to
the contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are added
to or deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets

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

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent to initial recognition, loans
and receivables (including trade and other receivables, deposits, bank
balances and cash) are carried at amortised cost using the effective
interest method, less any identified impairment losses. An
impairment loss is recognised in profit or loss when there is objective
evidence that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the original effective
interest rate. Impairment losses are reversed in subsequent periods
when an increase in the asset’s recoverable amount can be related
objectively to an event occurring after the impairment was
recognised, subject to a restriction that the carrying amount of the
asset at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been
recognised.

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

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

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

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual interest
in the assets of the Group after deducting all of its liabilities. The
accounting policies adopted in respect of financial liabilities and
equity instruments are set out below.

Financial liabilities

Financial liabilities including trade and other payables, amount due
to ultimate holding company, obligations under finance leases and
bank and other borrowings are subsequently measured at amortised
cost, using the effective interest method.

Convertible bonds

The convertible bonds issued by the Group includes a liability
component, a conversion option, a call and put option and an early
redemption option. Convertible bonds that will not be settled other
than by the exchange of a fixed amount of cash for a fixed number
of the Company’s own equity instruments are financial liabilities with
embedded derivatives. Derivatives embedded in a financial
instrument are treated as separate derivatives when their economic
risks and characteristics are not closely related to those of the host
contract (the liability component) and the host contract is not carried
at fair value through profit or loss.

The convertible bonds (including the liability component, the
conversion option, the call and put option and an early redemption
option) as a whole are designated as financial liabilities at fair value
through profit or loss on initial recognition. At each subsequent
balance sheet date, the entire convertible bond will be measured at
fair value, with changes in fair value recognised directly in profit or
loss in the period in which they arise.

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

The additional subscription rights granted to the convertible bond
holders to subscribe to the ordinary shares of the Company are
recognised at fair value on initial recognition and will remain in
subscription right reserve until the subscription rights are exercised
(in which case the balance in the subscription right reserve will be
transferred to share premium). Where the subscription rights remain
unexercised at the expiry date, the balance in the subscription right
reserve will be released to retained profits. No gain or loss is
recognised in profit or loss upon conversion or expiration of the
subscription rights.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity (Continued)

Equity instruments

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

Derecognition

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

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

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

TAXATION
Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income and expense
that are taxable or deductible in other years, and it further excludes
income statement items that are never taxable and deductible.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and liabilities
in the consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit, and is accounted
for using the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary differences, and
deferred tax assets are recognised to the extent that it is probable
that taxable profit will be available against which deductible
temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from goodwill
or from the initial recognition (other than in a business combination)
of assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

TAXATION (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where the
Group is able to control the reversal of the temporary difference and
it is probable that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited to the consolidated income
statement, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with in
equity.

IMPAIRMENT (OTHER THAN GOODWILL)

At each balance sheet date, the Group reviews the carrying amounts
of its assets to determine whether there is any indication that those
assets have suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount.
An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, so that the increased carrying amount does not
exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset in prior years. A
reversal of an impairment loss is recognised as income immediately.

FOREIGN CURRENCIES

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency (i.e.
the currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the rates
prevailing on the balance sheet date. Non-monetary items carried
at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value
was determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit or
loss in the period in which they arise. Exchange differences arising
on the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for differences arising
on the retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity, in which cases, the
exchange differences are also recognised directly in equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

FOREIGN CURRENCIES (Continued)

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group's foreign operations are
translated into the presentation currency of the Company (i.e. Hong
Kong dollars) at the rate of exchange prevailing at the balance sheet
date, and their income and expenses are translated at the average
exchange rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange differences
arising, if any, are recognised as a separate component of equity
(the translation reserve). Such exchange differences are recognised
in profit or loss in the period in which the foreign operation is
disposed of.

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

RETIREMENT BENEFIT COST
Payments to the Group's defined contribution retirement benefit
schemes are charged as expenses as they fall due.

For the Group's defined benefit retirement benefit schemes, the cost
of providing benefits is determined using the projected unit credit
method, with actuarial valuation being carried out at each balance
sheet date. Actuarial gains and losses which exceed 10% of the
greater of the present value of the Group’s pension obligations and
the fair value of scheme assets are amortised over the expected
average remaining working lives of the participating employees. Past
service cost is recognised immediately to the extent that the benefits
are already vested, and otherwise is amortised on a straight line
basis over the average period until the amended benefits become
vested.

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

The amount recognised in the consolidated balance sheet represents
the present value of the defined benefit obligation as adjusted for
unrecognised actuarial gains and losses and unrecognised past
service cost, and as reduced by the fair value of scheme assets.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies described
in note 4, management makes various estimations based on past
experiences, expectations of the future and other information. The
key source of estimation uncertainty that may significantly affect
the amounts recognised in the consolidated financial statements is
disclosed below:
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KEY SOURCES OF ESTIMATION
U N C E RTA' NTY (Continued)

ESTIMATED IMPAIRMENT OF GOODWILL

Determining whether goodwill is impaired requires an estimation of
the value in use of the cash-generating units to which goodwill has
been allocated. The value in use calculation requires the Group to
estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate the
present value. As at 30 June 2006, the carrying amount of goodwill
was HK$36,795,000. Details of the recoverable amount calculation
are disclosed in note 16.

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

The fair value of the convertible bonds designated at fair value
through profit or loss is derived mainly from the application of the
Binomial model. The Binomial model incorporates market data and
involves uncertainty in estimates used by management in the
assumptions. Because the Binomial model requires the input of highly
subjective assumptions, including the volatility of share price,
changes in subjective assumptions can materially affect the fair value
estimate. Details of the assumptions disclosed in note 31.

ESTIMATED USEFUL LIFE OF DEVELOPMENT COSTS FOR
SYSTEMS AND NETWORKS

As at 30 June 2006, the carrying value of development costs for
systems and networks amounts to HK$549,656,000. The estimated
useful life of the assets reflects the directors’ estimate of the periods
that the Group intends to derive future economic benefits from the
use of the development.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group's major financial instruments include trade and other
receivables, deposits, bank balances and cash, trade and other
payables, bank borrowings and convertible bonds. Details of these
financial instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies on how
to mitigate these risks are set out below. The management manages
and monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

CREDIT RISK

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

In order to minimise the credit risk in relation to trade receivables,
the management of the Group will only advance credit to customers
with good credit history. In addition, the management reviews the
recoverable amount of each individual debt at each balance sheet
date, taking into account of future discounted cash flows, to ensure
that adequate impairment losses are made for irrecoverable amounts.
In this regard, the directors of the Company consider that the Group's
credit risk is significantly reduced.

sasmaRsn D) —weavew

.

T TREM 2 EERIR
()

[k ARy

EERESRREANENKEE  BIREM
ZEREEEL G -EREERFEERAE
BA I EELEEREUARZASRER
BBEZITREUAHERE-R_TTARFAHA
=tHB BEZREEA/ITOATRIBSTE
Tee AI W E S ERET B A 2 FHE M 1635

ROV EERNERRIIRZ TRRES 2
DNFEE
FARAFEENBRERIIR 2 ATRRIES 2
AFEEFERERA-EANREEEREN.
ZEABEMSRBEILS R ERE BRI
ERZEE 2 THE X IR EE
BAHERE TERR BEREKE Pk
AT EBRREBITH A FEEMGFERER
FE - ZEBRZFBNMEIRKE-

EX SS9 A e B R 3

REZZFEZRFENAZ+TH ZRRBEFREEK
7R 7 BRTE{E /4549,656,00078 7T - & & 2 {55t AT
FHRMEEAFIAEETEFERAERERE
B R R4 TR 25 2 HAR

SRR EIE B R REER

AEE 2 TEMBTABREEWE S MEMMR
T ER RITEFRA S BANE S REMK
HRITEE M AR ES ZEWE T A
BN B Z PRt BE - B252 S8 76 T ALAEREEY
[ B A 5% 5 R 2 BUR B N X o
BEERELREEZERR UBRE KA
REVEE fEHEe

EERR

AEEZ MBEEREWE S REMRR KT
K ARRITEFRRE WE IR T RF
NA=ZTBEREBETREMMEEEZ BT
AZEREEEERBRIIRCEE ZRHEE
REKEEE 2 ZKNEERR-

SAEEREERERESFAZEERR &
SEEMARFEBLBZEPREMHEE It
S BEERENSAEE A EHSERIEERZ AR
B8 W RARRAIRRE R AERD AT
A EEFREL RAREBRE- TS AR
AEER/AEBEZEERRTD AMERE-



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

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continved)

CREDIT RISK (Continued)

The credit risk on trade receivables is concentrated on a few
distributors for the goods of the Group. Receivables from top five
distributors represented approximately 82% of trade receivables at
the balance sheet date. In addition, the credit risk on guaranteed
distribution receivable is also concentrated on a few number of
guarantors of investments. Receivables from the top five guarantors
of investments represented approximately 66% of guaranteed
distribution receivables at the balance sheet date. The management
considers that there are no significant credit risks due to the long
and good credit history of these debtors.

At 30 June 2006, the Group maintains approximately HK$134,451,000
of deposits with certain overseas financial institutions. The
management considers there are no significant credit risks due to
the long and good credit history with the financial institutions.

INTEREST RATE RISK

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

FOREIGN CURRENCY RISK

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

TURNOVER AND SEGMENT
INFORMATION

Turnover represents the net amounts received and receivable for
goods sold and services provided by the Group to outside customers,
licensing fees received and receivable and distribution / dividend
received and receivable from the Group's investments in e-commerce
projects and strategic investments during the year.

(A) BUSINESS SEGMENTS

For management purposes, the Group is currently organised
into five main operating businesses — sales of general systems
products, provision of services (including software
customisation and provision of e-lottery services) and software
licensing, leasing of systems products, investments in e-
commerce projects and holding strategic investments in
advanced technology product development companies. These
businesses are the basis on which the Group reports its primary
segment information.
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7. TURNOVER AND SEGMENT 1. EXFENDEER @
| N FO R MATl 0 N (Continued)
(A) BUSINESS SEGMENTS (Continued) (A) XBoE (&)
Sales of Provision of Investments
general servicesand  Leasing of in
systems  software systems e-commerce  Strategic
products licensing  products  projects investments Consolidated
HE-R  RERER REZA ETHE
FER  BENTE Em EEZRE  RMHRE &4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§ 000
TEL TAT T Tin T Tin
Year ended 30 June 2006 BE-22 1%
AASTHLEE
TURNOVER Xy
External and total revenue HINEERBIA 785,853 531,407 10,508 6,623 12303 1,346,894
RESULTS ES
Segment result PERE 81,459 290,604 4654 6,251 5077 386,045
Interest income MEMA 10,703
Loss on fair value change of convertible bonds AT EHA FELEER (51,341)
Finance costs BRI (4751)
Unallocated corporate expenses, net ) NGIEbE (10986 )
Profit hefore taxation RBRTER 331,670
Taxation HE (115)
Profit for the year REF R 331,559
As at 30 June 2006 R=BBREAA=TH
ASSETS i
Segment assets 78 5?‘ 1,109,596 306322 1281 66,825 158,560 1,667,585
Unallocated corporate assets AARAFEE 255,562
Consolidated total assets GRBEE 1923147
LIABILITIES af
Segment liabilities PERE 101,285 46,090 849 - - 155,870
Unallocated corporate liabilities AARLTAE 82,446
Consolidated total liabilties Geak 238,316
(THER INFORMATION AftER
Capital additions of property, plant and ER N ETE
equipment and intangible assets BEZEARE 5,179 15,208 349 - - 20756
Capital additions of available-for-sale AfELEREZRE
investments = = = = 42900 42900
Additions of deposits e RE 464,100 9 - - - 465,071
Capital additions of development costs for ZERBEEENAL
systems and networks EXRE - 5,559 - - - 5,559
Depreciation and amortisation mEREH 7469 103,96 500 - - 111,930
Loss on disposal of property, plant and HENE BERREZ
equipment Bi 3 - - - - 3
Impairment loss recognised for investments  SHXBFTER 2 AEER = = - - 6,763 6,763
EREEERAF 57 —BRAEER



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

(A)

U DLz >, N
7. TURNOVER AND SEGMENT 1. EXBERDEER @
| N FO R MATl 0 N (Continued)
BUSINESS SEGMENTS (Continued) (A) XBoE (&)
Sales of Provision of Investments
general servicesand  Leasing of in
systems  software systems e-commerce  Strategic
products licensing  products projects investments Consolidated
HE-R  RERER HEZA ETHE
FER  BENTE Em EEZRE  RMERE &4
HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000 HKS'000
TER TiEn TER TiEn TER TiEn
Year ended 30 June 2005 BE-gE21f
AAZTALEE
TURNOVER EEL
External and total revenue HMEERBIA 742549 353,463 10,999 8572 " 1121326
RESULTS Ed |
Segment result PE%E 82,358 175,111 3328 8,269 3619 213,281
Interest income MERA 6,692
Unallocated corporate expenses, net FORLART—FH (2510)
Finance costs BRI (9,051
Profit before taxation B AR 268,352
Taxation HE (424)
Profit for the year AEEER 267928
As at 30 June 2005 (restated) R-EBREAA=1A(BEF)
ASSETS EE
Segment assets 78 5?‘ 892,99 121,867 7436 85,633 145306 1263239
Unallocated corporate assets AARAFEE 140,017
Consolidated total assets GRBEE 1,393,256
LIABILITIES af
Segment liabilities PEERE 129,047 34,942 17483 8,580 - 180,312
Unallocated corporate liabilities FARAFER 130,111
Consolidated total liahilities GRERRE 310423
(THER INFORMATION Eft&H
Capital additions of property, plant and nx BERREZ
equipment BARE 5,801 1,112 389 - - 7962
Additions of deposits REIRE 288,600 - - - - 288,600
Depreciation and amortisation mEREH 11,402 60,034 764 - - 72,200
Loss on disposal of property, plant and HENE BERREL
equipment B 123 - - - - 123
Impairment loss recognised for investments ~ SiEFHEBEFRAZFHEFE = = = = 1997 1997
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7. TURNOVER AND SEGMENT 1. EEXERTEEN @

INFORMATION (continved)

(B) GEOGRAPHICAL SEGMENTS (B) HESE
(i)  The following table provides an analysis of the Group's (i) TREIIXEEZMETISED 2
revenue by geographical market, irrespective of the origin WA (T E m R% .2 TR
of the goods/services: ih) :
Revenue by
geographical segment
RMES EED ZWA
Year ended 30 June
BZEARA=tTHLEE
2006 2005
—EEXRE —TThHEF
HK$'000 HK$'000
FER FAT
People’s Republic of China, including s ZEARLFE B35
Hong Kong and Macau BB RRP 867,646 711,207
Europe BOM 351,912 308,843
QOthers EAh 127,336 107,276
1,346,894 1,127,326
(ii)  The following is an analysis of the carrying amount of (i) TREBIRKEIZMETIZE D 2
segment assets, and capital additions to property, plant DEEERME URYE BEN
and equipment, development costs for systems and B R R FRERAN BT
networks, interest in e-commerce projects and strategic BI15 B A R S RHRE b B
investments in advanced technology product RAIZRBUREZBERRE D
development companies, analysed by the geographical #r:
location to which the assets are located:
Carrying amount
of segment assets Capital additions
PEEEZREE EXRE
30.6.2006 30.6.2005 30.6.2006 30.6.2005
—EERFE —TTRF —TERF —TTAHF

AA=tH ~A=+tB  AA=tA ~A=1H
HK$'000 HK$000 HK$'000 HK$000

FET FHT FET FHTT
People’s Republic of China, ¥ ARFEFME:
including Hong Kong and BEEER
Macau JRFY 891,878 647,711 20,192 32
Europe BOM 116,358 124,922 7,010 269
Others HA 659,349 480,606 507,084 296,261

1,667,585 1,253,239 534,286 296,562
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &

FOR THE YEAR ENDED 30 JUNE 2006 BZ =B FAXA=Z+HLEFE

8. OTHER INCOME

Included in other income is interest income of HK$10,703,000 (2005:

HK$6,692,000).

9. FINANCE COSTS

8. HEAUA

B IT) Th5 AR AW A A

9. BFFERRAN

F.B U A 10,703,00058 7T (==

= £ 16,692,000

2006 2005
—EEXRE —TTRF
HK$'000 HK$'000
FET FAT

Interest on bank and other borrowings wholly AR A FNBE(EE 2 RIT
repayable within five years REMMEEZHE 4,747 6,707
Finance charges on finance leases BMEHEZHMBEER 4 37
Issue costs of convertible bonds AMkESFCETER - 2,307
4,751 9,051
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10. PROFIT BEFORE TAXATION

10. BRER Al

s A

2006 2005
S —EEnE
HK$'000 HK$'000
TF#ExT FAT
Profit before taxation has been arrived at BRI E R -
after charging:
Directors’ remuneration (Note) BEM e (Fisx) 704 726
Staff costs B TRk AR 77,415 86,278
Retirement benefit scheme contribution RIREFIET IR
other than directors (FEZE/RIN) 8,510 7,540
Total staff costs B TR N4 %8 86,629 94,544
Amortisation on: BN
Development cost for systems and networks, FERRRPEE 2T H
included in cost of sales (FrASHERRAR) 99,486 56,585
Intangible assets, included in general and EIVEE GTA—RK
administrative expenses TBRZER) 1,770 -
Depreciation of property, plant and equipment,  #1% -BE REEZITE
included in general and administrative FrA—MBRITHZHA) :
expenses, on:
Owned assets BEEE 10,674 15,584
Assets under finance leases BMEMEEZEE - 31
Total depreciation and amortisation EREHERE 111,930 72,200
Auditors’ remuneration IZELRD B & 1,980 1,550
Cost of inventories recognised as expense ERERTEE 2K 680,901 561,918
Loss on disposal of property, plant LEWFE BEREZEZ
and equipment &8 64 123
Minimum lease payments paid under RRGEHERMN 2 &IE
operating leases in respect of: MeBiE:
Rented premises GEN=S/ES 1,421 1,538
Machinery and equipment G S 1,120 1,479
Research and development ot K % 2,811 1,873
and after crediting: REFTA:
Exchange gain B i W 2 4,097 2,097
Rental income from leasing of machinery THERRRRERE
and equipment GERAL PN 10,508 10,999
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

10. PROFIT BEFORE TAXATION (continved)

Note:

Information regarding directors’ and employees’ emoluments

AN TS DL 3D N
10. BRFRARF] )

X

FRESHESHe2ER

Year ended 30 June 2006 BE-ZZEARERA=ZTHLEE
Retirement
Salaries benefits Total
and other scheme directors’
Fees benefits contributions emoluments
FER BIRER EE@e
we HAiEF Bt M
HK$'000 HK$'000 HK$°000 HK$°000
FET FTET FET FET
Name of executive directors BITEEMR
Mr. Paul Kan Man Lok XL & - 57 3 60
Mr. Lai Yat Kwong RHNEE - 57 3 60
Name of non-executive directors FERITESHE
Mr. Leo Kan Kin Leung HERR A4 5 20 - 25
Prof. Liang Xiong Jian PRI 5 5 - 10
Prof. Ye Pei Da B AR 5 5 - 10
Mr. Frank Bleackley Frank Bleackley5t 4 5 15 - 20
Prof. Julia Tsuei Jo ERHE 5 20 - 25
Mr. Ho Yiu Ming fal2AR 4 5 35 - 40
Mr. Paul Michael James Kirby Paul Michael James Kirby 4t & 5 429 — 434
Ms. Shirley Ha Suk Ling BEieat 5 15 - 20
40 658 6 704
Year ended 30 June 2005 HEZTTRFAA=THILFE
Retirement
Salaries benefits Total
and other scheme directors’
Fees benefits  contributions emoluments
ek RKER EE5HE
e HraF] RE A k)
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHT FHT
Name of executive directors BWITEEMHR
Mr. Paul Kan Man Lok € 3 - 57 3 60
Mr. Lai Yat Kwong RHNEE — 57 3 60
Mr. Fung Kin Leung BER L = = = =
Name of non-executive directors EMITERER
Mr. Leo Kan Kin Leung HERR i 2 10 - 12
Prof. Liang Xiong Jian PR IR 5 5 - 10
Prof. Ye Pei Da B AHIR 5 5 - 10
Mr. Frank Bleackley Frank Bleackley %t & 5 15 — 20
Prof. Julia Tsuei Jo ERHIK 5 17 - 22
Mr. Ho Yiu Ming falBAR k4 5 35 - 40
Mr. Paul Michael James Kirby Paul Michael James Kirby 5t &= 3 479 = 482
Ms. Shirley Ha Suk Ling BERrRZt 2 8 - 10
32 688 6 726
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10. PROFIT BEFORE TAXATION (continved) 10. R AT &R A )

EMPLOYEES ==
The five highest paid individuals of the Group did not include any RREFE AEERUERFATERILE
directors of the Company for both years. The emoluments of the five AARESR AEERAEERFHAT AIERR
highest paid employees of the Group, not being directors of the AIZER) ST
Company, are as follows:
2006 2005
—EEXRE —TThHEF
HK$'000 HK$'000
FTERT FHTT
Salaries and other benefits FrN R H b AE 5,882 5,960
Performance related incentive payments BRIERREM 2 ES 271 181
Retirement benefit scheme contribution RIRRRAIET IR 1,049 640
1,208 6,781
Emoluments of these employees were within the following band: IEREZHMEN FTHIEE:
Number of employees
EEAH
2006 2005
ZEERX —TTRF
HK$1,000,001 — HK$1,500,000 1,000,001 7T — 1,500,000/ 7 4 4
HK$1,500,001 — HK$2,000,000 1,500,001 7T —2,000,0007& 7 1 1
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NOTES TO THE CONSOLIDATED FINANCIAL STATEM

ENTS %R & B 2 3R & B £

FOR THE YEAR ENDED 30 JUNE 2006 BEZ B2 AFAA=Z+HLFE

11. TAXATION 1. %18
2006 2005
BT RE —ETRF
HK$'000 HK$'000
FET FHET
The charge comprises: I HBE:
Hong Kong Profits Tax HENIEH
— current year —ARFE = =
— underprovision in prior years —BEFEZTEEE 66 -
Taxation in other jurisdictions Hh R AR 2 HiIR 47 442
113 447
Deferred taxation (note 33) PRI T8 (F15E33) 2 (18)
115 424

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

respective jurisdictions.

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

other jurisdictions.

Details of deferred taxation for the year are set out in note 33.

BRMNEHTIANREES 2 e ERF SR %
175% (ZZEZTRE 175%) 2 TR E - HAth 7
SEMIE 2 BB TR AR Al AR S B ERA 2

i
EF

BEERERIEZREASEEBAR D EMETIE
REERI IEREEE AR ER
B ML a2 ER e BFHMEME

M RDEM R 2 iR -

RERRFENIA 2 FHIFEHIRESS
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11. TAXATION (continved)

The tax charge for the year can be reconciled to the profit per the

consolidated income statement as follows:

1. FI85 )

REFZHAXHERSR B NHRNAT

2006 2005
—EEXRE —ETRF
HK$'000 HK$'000
FExT FHET
Profit before taxation B AT 331,670 268,352
Tax at Hong Kong Profits Tax rate of 17.5% REBNISHET5%
(2005: 17.5%) (ZEZRF:175%)
FTEZHIA 58,042 46,962
Tax effect of profits exempted or not subjectto  RAEfh &) A R EEA B BT 3K
taxation in other jurisdictions BARB 2 a2 RIS E (65,749) (45,465)
Effect of different tax rates of subsidiaries Bt B8 & RIPA Eofth BRI [ AL
operating in other jurisdictions ZNRBEZ 28 20 176
Tax effect of income not taxable for AN B BB 2 A
tax purposes 2GR (803) (600)
Tax effect of expenses not deductible for tax TR SEERTS B eV HR 2 X
purposes 2GR 10,496 1,389
Underprovision in prior years BEFE 2T REE 66 -
Tax losses not recognised NHER Z BRI 18 467 -
Others Hib (2,424) (2,038)
Taxation for the year REE 2R 115 424
12. DIVIDENDS 12. R E
2006 2005
S —ETHE
HK$'000 HK$'000
FET FHTT
Final dividend proposed in scrip form AR B SR B 2 #R
equivalent to HK2 cents R EAEERZR2BL
(2005: HK1.1 cents) per share, (ZZZREF1180) -
with a cash option AEERS 58,245 26,324
Interim dividend paid in scrip form LA EFNREZ A
equivalent to HK1.1 cents HEARR AR ERNE IRV
(2005: HK1.0 cents) per share, (ZZEZREF1.080)
with a cash option ARERS 31,342 23,431
Underprovision in prior year NFEERETE 3,456 -
93,043 49,755

The proposed final dividend for 2006 is based on 2,912,252,703

shares in issue at 30 June 2006.

—ETRFERRERPR SRR TN

FRNA=THZBEE1Ti%192,912,252,703 i &

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

13. EARNINGS PER SHARE 13. BB A

The calculation of the basic and diluted earnings per share is based BERRBETTRBN TR T 5 8UETH -
on the following data:

2006 2005
—EEXRE —TThHEF
HK$'000 HK$'000
FET FAT
Earnings attributable to equity holders of the Nt EEARGRERN 2
Company for the purpose of calculating basic FEIEAR AR =
earnings per share B AZRBF 332,700 267,928
Effect of dilutive potential ordinary shares: LBk BB A
Issue costs of convertible bonds AR ES 2 F & - 2,307
Interest on convertible bonds AMRESRZETER - 154
Earnings for the purpose of calculating diluted LAt E K EE SR AT
earnings per share Z B 332,700 270,389

Number of shares (In ‘000)
REEB (LT

2006 2005
—BRAE —FEnf
Weighted average number of shares for the et EERFIREN 2
purpose of calculating basic earnings per share  Jn#&EF5R% (7 £k B 2,673,356 2,326,353
Effect of dilutive potential ordinary shares: Tmk s BT A
Convertible bonds AR &S = 53,212
Subscription rights attached to convertible AT HRAR & 25 PR A A e
bonds 7111 15
711 53,227
Weighted average number of shares for the NFHEEHEERER 2
purpose of calculating diluted earnings iR Sl ert 4=
per share 2,680,467 2,379,580
No diluted earnings per share is presented in respect of the HRMRES KSR ERAFIE N St =
convertible bonds in 2006, as the conversion of convertible bonds TERFUEMTRRESFZ2BREER
would result in an increase in earnings per share. Fo
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13. EARNINGS PER SHARE (continued) 13. BREF @)

The following table summarises the impact on basic and diluted THRMR ST BERESHFRER ISR
earnings per share as a result of changes in accounting policies: Mz E:
Impact on basic Impact on diluted
earnings per share earnings per share
HEREFBA 2HE HERBERRA 2HZE
2006 2005 2006 2005
—2BAE -—TTHF  —BBAE _TTAF
cents cents cents cents
24l Al 24l it
Reported figures before adjustments ABAIMT2H 2 87 14.31 11.52 14.27 11.36
Adjustments arising from changes in EABREFMES
accounting policies (see Note 3) 2% (AKIFE3) (1.86) - (1.86) -
Adjusted/reported KR RE2H 12.45 11.52 12.41 11.36
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

14. PROPERTY, PLANT AND EQUIPMENT 14. ¥ -[EE R E

Plant and
machinery
and telecom-
Land and munications
buildings networks Total
=
T REF REGREE st
HK$'000 HK$'000 HK$'000
FAT FAT FAT
COST RAME
At 1 July 2004 RZZEZNF+H—H 22,086 341,165 363,251
Currency realignment PE 5 SRR (216) (832) (1,048)
Additions NE = 7,962 7,962
Disposals HeE - (24,091) (24,091)
At 1 July 2005 R=ZZEZRFtHA—H 21,870 324,204 346,074
Currency realignment B 5, A B 510 6,970 7,480
Additions NE = 7,329 7,329
Acquired on acquisition of a subsidiary ~ RUKEE—REI B A FIRFEA - 1,627 1,627
Disposals meE - (13,151) (13,151)
At 30 June 2006 RZZEZERFARA=1H 22,380 326,979 349,359
DEPRECIATION AND AMORTISATION WEREHE
At 1 July 2004 R-ZEZEWNFE+LA—H 5,139 306,995 312,134
Currency realignment PE W A% (63) (2,149) (2,212)
Provided for the year FANEE 554 15,061 15,615
Eliminated on disposals SR - (23,780) (23,780)
At 1 July 2005 R-ZZEZRFLA—H 5,630 296,127 301,757
Currency realignment PE X TR 145 6,678 6,823
Provided for the year FANEE 249 10,425 10,674
Eliminated on disposals S B - (12,975) (12,975)
At 30 June 2006 RZZEZRFA=+H 6,024 300,255 306,279
CARRYING VALUES IREFE
At 30 June 2006 RZZEZRFA=+H 16,356 26,724 43,080
At 30 June 2005 R=ZZEZTRFA=+H 16,240 28,077 44,317
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14. PROPERTY, PLANT AND EQUIPMENT 14. ¥ -BRENFZE @

(CONTINUED)

2006 2005
—EEXRE —TTREF
HK$'000 HK$'000
FHT T
The carrying values of the Group's property REE 2 Wi
interests comprise: REERE:
Freehold properties held outside REBAINEFEE
Hong Kong KAFEREZ M3 15,130 15,042
Properties held outside Hong Kong under long REBAIMERIFE RIAREL
leases (Note) 2 (KI5E) 1,226 1,198
16,356 16,240
Carrying value of plant and machinery and EREHEREZHE
telecommunications networks held under Riges Rk BEHEE
finance leases Z BREE - 133
The Group leases equipment to customers on AEBMEEHEEFAHE
operating lease terms. The carrying value of BMTEF -BEARMZ
such equipment, which is included in plantand  BREIED BEERE &
machinery and telecommunications HEE R EEREA
networks, is as follows: ZHHNEA
Customer equipment at cost BN (R AE) 92,317 110,060
Less: Accumulated depreciation JBREHTE (90,511) (103,137)
Carrying value REE 1,806 6,923

At 30 June 2006, certain land and buildings of the Group with a
carrying value of HK$11,865,000 (2005: HK$10,277,000) were
pledged to a bank as security for banking facilities granted to the

AEER_ZENFANAZTHEEFES
11,865,000/ 7T (=TT FH 410,277,000 7T) 2
BT L REFEERFFIRIT (EALEEE

Group. BRITHE 2 FER
Note: Owner-occupied leasehold land is included in property, plant and fizr: BEAETMERKREER] SEHE i RE

equipment only when the allocations between the land and buildings

elements cannot be made reliably.

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

FOR THE YEAR ENDED 30 JUNE 2006 BEZ B2 AFAA=Z+HLFE

15. DEVELOPMENT COSTS FOR
SYSTEMS AND NETWORKS

16.

15. RAT N 4845 2 B B AR

2006 2005
e —zTas
HK$'000 HK$'000
FET FHTT
COST RAME
At beginning of the year EF4) 486,697 350,197
Transferred from deposits by gl 288,600 136,500
Additions NE 784 -
Acquired on acquisition of a subsidiary U EE — B AR EA 4,775 -
At end of the year Fit 780,856 486,697
AMORTISATION ey
At beginning of the year E4)) 131,714 75,129
Provided for the year REERE 99,486 56,585
At end of the year Fit 231,200 131,714
CARRYING VALUE FREE
At end of the year Fik 549,656 354,983

Development cost for systems and netwarks include all direct costs
incurred in setting up and development of systems and networks.
The Group’s development costs for systems and networks are
amortised over the estimated economic lives of the projects from
the date of commencement of commercial operations subject to a

maximum of five years.

GOODWILL

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

ER LB ABERA BRI RRAZREGRR
BB MEERRR -ARE 2 RGN BEHR
BARAIZ(ERIIA B BIRE A BT 2 fhET R

FH(&ZZREF) TLASH-

(SRS

$754 0 FTRIE BT RIS SR ST
FENETHA DL A RIRIS R B
EEHME T2 BREG ((RREM]) -HEY

FREES RN :

2006

—EEXRE

HK$'000

FET

Provision of e-lottery services BFER RS EE 36,795
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16. G 0 O DWILL (Continued)

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

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

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

17.INTANGIBLE ASSETS

16. B2 @)

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

BB 2 P EISEE AR AEEE A
EE-EREEFEEIZIERRIRARNZ
MR BREUREBREEKAZ BHRE
BB E G AR RRTISHRE G 2B
EREREN 2 FERR 2 HBIL R HRER K
{ERAE B R R UTRERID RELE-EE
NEEKAZ BB TGREE RmISTEEZ
RIREF) BE AL

FR-AKEERRSRETRR (REEEEM
HERRRF 2 SO P BRE) ZENHE
EITREER WEA10% 2 HRIRE AR
BT ISIR R ATl 2 SRR A R F IR B 2 FFE
RE B RETIATRERIAR RELE -AEE
RRBAELREER-

7. BEEE

License
rights
SRR
HK$'000
FET
COST [5ZS
Acquired on acquisition of a subsidiary and AU EE — B A R A R
balance at 30 June 2006 RZZEZRNENA=Z+HZ&EH 11,800
AMORTISATION ey
Charge for the year and balance at 30 June 2006 AFEFE#HELEN —_ZZTNFNA=+HZ&EH (1,770)
CARRYING VALUE REE
At 30 June 2006 RZZEZERFAA=+H 10,030

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

FARARCWBRHEE FEVRG 2 S57THE
EREBEHZ BN -FHHEARENRF
Hy W AT IRER 2 IS B (ABREE R
#) NEAREH#H-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

pr
18. AVAILABLE-FOR-SALE 18. At L ERE
INVESTMENTS
2006
—EEXRE
HK$'000
FET
Unlisted equity securities, in respect of: FEETRAE S R
— Interest in e-commerce projects —EFEHEREB#ER 28,094
— Others — EAth 18,647
Impairment loss recognised FTiER 2 BIEEE (46,741)
Unlisted debt securities with guaranteed return, E{RFERIH 2 IE ETEBKESH
in respect of: B :
— Interest in e-commerce projects —EFEHEREBER 98,957
— Others —HAh 185,538
Capital receipts from the investments WE 2 BERWE (91,273)
193,222
193,222
On 1 July 2005, the Group classified and measured its debt and equity RZZZRFELA—H AEERBEESS

securities in accordance with the requirements of HKAS 39. As a EE'J%S%J‘Z%EE%iE&Jgﬁifﬂ‘*&ﬂxﬁ

result of the adoption of HKAS 39, the Group reclassified “Interest FHo EEB’\%?W%?/% FHERIZE305R AEE R
in e-commerce projects” and “Investments” recorded in the BR_ZETRF+A-BZEEEERERA
consolidated balance sheet at 1 July 2005 amounting to ZIETHEBEAEEZIRIKE] D5
HK$72,818,000 and HK$129,467,000 respectively as “Available-for- 72,818,0007%% 7T £2.129,467,00056 7T  EFi D8R
sale investments”. The changes have not had any significant impact [AIE B IR E | 5% 5 F B AN EAfE st bATE HR

on the results for the current or prior periods. No prior period 2 EEWEER AR EATSE - BAELA

adjustments were required.

The unlisted debt securities with guaranteed return represent the
Group’s investments in certain securities which have guaranteed a
pre-determined return to the Group over a fixed period of time. The
pre-determined returns are non-interest bearing and denominated
in United States dollars. Payments receivables each year for
investments with pre-determined return are apportioned between
income and reduction of the carrying value of the investments so as
to reflect a constant periodic rate of return. The pre-determined sums
will be received for a period of 5 years by half-yearly instalments
and are discounted at the effective interest rate of 10% per annum.

e

BERELRZIELTEBEFEASBRNET
REE HE AR EB SR IBERBE R FSH
2B T E BRI AR B WA TTEHE
BFIRTEE BRI E 2 BRI E 2
ABIGEREERD ZEO R ARERETE 2
EHIBIMRR -FEE S ESNSFEHERNGEES
HAUER - ST IR EE10% 2 B SR BEIR -
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18.

19.

AVAILABLE-FOR-SALE
|NVESTM ENTS (Continued)

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

In 2008, the directors of the Company reviewed the carrying amount
of the unlisted equity securities and identified an impairment loss
of HK$6,763,000 estimated based on expected cash flows projection
from such investments.

INTEREST IN E-COMMERCE
PROJECTS

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

18.

19.

AHRHERE @

FEETIRERNER NIMERFEMSLZAA
ERMBETZFLTRAES 2RE -ZFR
BRBREE R RKAREBEBRTE 1)
HREEATFEEGREREERN ARARES
RAAREER] S ERE A TEE

RE-ZBEARF ARARBESREZSEHEER
B2 TEHAIR € 7 = T8 RI{H &R (B E5786,763,000
BITe

REFREIEE 2

R-ZETRFANA=THZEFEEEA R
BT -R_ETAFELA—BRABTES
FHERIZEIR R ETBEHARRCEND
BEAHOERE-

HK$'000
FHET

Unlisted investments in e-commerce projects BEFHEIEE 2B RFELR
with guaranteed return, at cost FELEMIRE KA 127,052
Capital receipts from the investments &z AR S (26,140)
Impairment losses recognised BRI AR (28,094)
72,818
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

20. INVESTMENTS

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

available-for-sale investments.

20. 1% &

7

=

HERA=ZTRZEREHINWAT R

—EERFEA - ARAEESHERIR
B RECEMABEAIHEERE-

Investment
Investments securities
with without
guaranteed guaranteed
return return Total
BREE®R AR B B R
ZRE ZRERE st
HK$'000 HK$'000 HK$'000
FAT FAT FHTT
Unlisted equity securities, EEMRAES-
at cost/carrying value WK AME, BREE 157,396 3,887 161,283
Capital receipts from the & 2 BRIz
investments (19,932) - (19,932)
Impairment loss recognised BRERREEE (7,997) (3,887) (11,884)
129,467 = 129,467
'A_l
21. DEPOSITS 21. %%
Deposits were paid in connection with the following: BRANTEAENZES:
2006 2005
—BeAE —EEnE
HK$'000 HK$'000
FET FAT
Development cost for systems R R ABA% 2 FBR AR
and networks 464,100 288,600
Acquisition of investments WHEKRE m -
465,071 288,600
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22.

23.

A
INVENTORIES 2. 78
2006 2005
S —TTHg
HK$'000 HK$'000
FERT FAT
Raw materials G 9,622 13,047
Work in progress E&m 2,874 2,326
Finished goods IR o 14,276 8,265
26,772 23,638
B =+
TRADE AND OTHER RECEIVABLES 23. EIWE G K IR
2006 2005
—EEAE —TTag
HK$'000 HK$'000
FET FAT
Trade receivables FEUE B BRI 198,973 215,247
Guaranteed distribution FEUWIRTE 7k
receivables 32,163 28,653
Other receivables JE U b BR 3R 115,359 95,690
346,495 339,590
The Group maintains a well-defined credit policy regarding its trade AEEREZE SR ETHARZEERE R

customers dependent on their credit worthiness, nature of services
and products, industry practice and condition of the market with
credit period ranging from 30 to 180 days. The aged analysis of trade

receivables at the reporting date is as follows:

BEREZER REMERZEE TTRRER
MIHIER M4 TOE1808 2= EH - FENE 5

RN E B Z R DA T :

2006 2005

—BEAE —FERA

HK$'000 HK$'000

T T

0- 60 days 0—60H 152,492 188,905
61— 90 days 61—90H 43,446 17,811
91— 180 days 91— 1808 1,276 1,724
> 180 days >180F 1,759 6,807
198,973 215,247
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

23.

24,

TRADE AND OTHER RECEIVABLES
(Continued)

The trade and other receivables that are denominated in currencies
other than the functional currencies of the relevant group entities
are set out below:

23. FEUNE 5 R EMBRFK @)

FEWE 5 R EAMERR YA B S E B 2 Thae
B AN EWEFHE 2P0 T

2006 2005

—BeAE —TTRS

HK$'000 HK$'000

T FHET

United States dollars E 196,480 202,247

The directors consider the carrying amounts of trade and other
receivables approximate the fair value.

DEPOSITS, BANK BALANCES AND
CASH

EERR BRESREMERZ AT EER
HEREERS-

8. FRCRITEERRE

2006 2005

—EEAE —ETnE

HK$'000 HK$'000

FHET FHTT

Interest bearing deposits FTRTER 220,365 122,484
Bank balances and cash RITEF LR S 31,582 16,889
251,947 139,373

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

REBZFF RITEFIAESTHAEHER
BB ZIMEER AN EBFHE 25T

2006 2005

S ki —ZTEaF

HK$°000 HK$'000

FERT FAT

United States dollars ETT 62,808 53,051
Renminbi AR 14,960 23,038
Others Hifh 6,589 4,754

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

TR RTEFRASEEIHAS=EAX
MAZEHERRARERA 2R S FRIR
FBAMERFT R FHMEQIE (ZFTAEF:
01E) -BFRR TR RITB/FERREZA
FEERARAEMRS-
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25.

26.

2].

TRADE AND OTHER PAYABLES

At 30 June 2006, the balance of trade and other payables included
trade payables of HK$11,143,000 (2005: HK$10,632,000). The aged
analysis of trade payables at the reporting date is as follows:

25. FE{S & H{hBRFX

ﬁé:%%/—ﬁ/—\ﬂ:+a EANE SR EMER
R EEERFR B FE11,143,000/8 T (Z 2R
10,632,000 70) 2 BN B SR B E SR
FRRE BB RE AT :

2006 2005

ZETAF —TTHEF

HK$'000 HK$'000

FEx FHT

0—60 days 0 —60H 1,487 5,877
—90 days 61 —90H 630 622

91 — 180 days 91 —180H 267 1,300
> 180 days >180H 2,759 2,833
11,143 10,632

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

E%:ﬂ% FENE 5 R EMRR 2 REEREE

AN EEE-

WARRANTY PROVISION 26. RER A
2006 2005
—EEAE —TTRg
HK$'000 HK$'000
FBxT FET
At 1 July 2005 R-ZEZNFEL/—H 1,716 1,766
Currency realignment PE W A% 55 (8)
Provided during the year FANBEE 2,495 2,870
Utilised during the year FRNEEH (2,583) (2,912)
At 30 June 2006 R-ZTEZERF,A=1+H 1,683 1,716

The warranty provision represents the management’s best estimate
of the Group’s liability under 12 month warranties granted on

RERBREE
MEMRZIER

EEERBEERIEAHAR
Hox - RIBMBIK anis T 21218

manufactured products, based on prior experience and industry
average for defective products.

AMOUNT DUE TO ULTIMATE
HOLDING COMPANY

The amount is unsecured, interest-free and repayable on demand.
The directors consider that the carrying amount of amount due to
ultimate holding company approximates its fair value.

%@%@ﬁ@ﬂﬂ.77 —eRAEEH

2].

ARBHMMEARBRETIEL 2 REMN G-

RN B ARIEIR A BIFIR

FZEFTRARELAR RENBRENRERBES
R fﬁﬁ*iﬁ BRARFREZREEREELR
FHERE



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

28. BANK BORROWINGS

28 SRITIEE

2006 2005
S ki —TTRS
HK$'000 HK$'000
FET FAT

Bank borrowings comprise the HITEEBRE TSIE:

following:

Bank loans RITEK 53,329 56,054
Mortgage loan RIER 1,751 2,347
Bank overdrafts RITBEX - 519
55,080 58,920

Included in above were bank borrowings of HK$1,751,000 (2005:
HK$2,866,000), which were secured by the Group's land and buildings
with a net book value of HK$11,865,000 (2005: HK$10,277,000).

BIER Eal B ARITEE1,751,0008 T (=
TE R F:2,866,00087T) EAAEB R
JH{E A11,865,00078 7 (ZZZT A :10,277,000

PEIT) 2 T RIEFIEE A
2006 2005
—EEAE —EEnE
HK$'000 HK$'000
FET FHET
Bank borrowings bear interest at BRETMSBMNEFEZ
variable-rates and are repayable RITEEZEFTHNT:
as follows:
On demand or within one year BREMNHR—FR 54,019 57,202
Between one to two years —EMFEA 135 672
Between two to three years ME=FA 326 7
Between three to four years =EZMFER - 329
55,080 58,920
Less: Amount due within one year 5 ERZIEL S 5I1ER S
shown under current AfEre
liabilities (54,019) (57,202)
Amount due after one year —FRIB SR 1,061 1,718

The above bank borrowings bear variable interest at an average rate
of 6.55% (2005: 6.81%). The directors consider that the carrying
amount of the above borrowings approximates the fair value.

EHERITEE IR TERETE FEFER
6.65/E (—ZETRF 681E) EFRA LR

TEEZREERE A ERE-
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29. 0THER BORROWINGS

30.

29. HfE &

2006 2005
—EEXRE —TTREF
HK$'000 HK$'000
FHET FHTT
The other borrowings represent HiEERARITIER:
block discounting loans and are BT
repayable as follows:
Within one year —FK 2,650 4,309
Between one to two years —EZMFEA 1,717 2,594
Between two to three years ME=FA 461 1,680
Between three to four years —ZNFR 1m 451
Between four to five years NERFR - 168
4,999 9,202
Less: Amount due within one year  Jai: —FEREIEAW E 511k
shown under current mMEBAGBZ SR
liabilities (2,650) (4,309)
Amount due after one year —FRIH e 2,349 4,893

The above other borrowings bears variable interests at an average
rate of 7.16% (2005: 7.37%). The directors consider the carrying
amounts of other borrowings approximate its fair value.

OBLIGATIONS UNDER FINANCE

i EMEETIETRR RS FHFRE
TIE (CEERFTIVE) EERA LillfE
EZERmEREAFEHES-

30. B EHEEE

LEASES

Obligations under finance leases as at 30 June 2005 are set out RZETRFEAA=TAZBEREREN
below: ™

Present
value of
minimum
Minimum lease
lease payments
payments HEREMR
HESENRE B2 REEER
HK$'000 HK$'000
FHT FHT

Amounts payable under finance leases:  RIEBEHER A THMEN 2 £58:
Within one year —&FR 20 16
Less: Finance charges S5 BATS B A (4) -
Present value of Iease obligations HEARRRER 16 16
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 ¢ M &

FOR THE YEAR ENDED 30 JUNE 2006 BEZ B2 AFAA=Z+HLFE

30. OBLIGATIONS UNDER FINANCE

LEAS ES (Continued)

The Group entered into finance leases to acquire certain of its plant
and machinery and telecommunications networks. The term of the
finance leases ranged from 3 to 5 years and the average effective
borrowing rate was 11.75%. Interest rate was fixed at the contract
date. The leases were on a fixed repayment basis and no arrangement

30.

had been entered into for contingent rental payments.

The obligations under finance leases were fully repaid during the

year.

31. CONVERTIBLE BONDS

RS EEIE @)

REBECFTZRERE  UEARETHRE #
BN EEER REHEFHH="FEAFT
% MERTIOEEXR /N TSE-FEERETL
A HIEERT e IR EE &R EEH T B E
ARATH S FRIRRT SLAEM 2Bk

RARERFDRERBREE

31. A AR E S

HK$'000
FAT

Issue of 1% convertible bonds during FABETIEABRRES K

the year and balance as at RZZZRFESA=TH

30 June 2005 < EERR

— as originally stated —R% 62,400
Effect of adoption of HKAS 32 BB ST EREI25: 2 & (1,850)

As restated 2 &5 60,550
Effect of adoption of HKAS 39 MBS TR E395% 10,460
As at 1 July 2005 RZZEZTRFEHA—H 71,010
Currency realignment PE 5 SRR (367)
Change in fair value during the year FARFEEE 51,341
Converted during the year FAHIBR (103,765)
As at 30 June 2006 RZZZRFA=TH 18,219

On 1 April 2005, the Company entered into a subscription agreement
(the “Subscription Agreement”) with an independent third party (the
“Bondholder”) for the subscription of an aggregate principal amount
of up to US$24,000,000 1% convertible bonds due 2008 (the
“Convertible Bonds”) issued by the Company. The principal terms of

the Convertible Bonds are as follows:

T:

(a)  The outstanding principal amount of the Convertible Bonds may (a)
be converted at the option of the Bondholders in whole or in
part into shares of HK$0.1 each in the Company at any time
from the date of issue of the Convertible Bonds up to one week
prior to 1 April 2008, the maturity date of the Convertible Bonds,
at a price equal to either 125% of the average of the closing
prices per share for the 30 consecutive business days
immediately prior to the date of the Subscription Agreement,
subject to adjustment (the “Fixed Conversion Price”) or 93%
of the average of any five consecutive closing prices per share
as selected by the Bondholder during the 30 consecutive
business days immediately prior to the date on which notice
of exercise of the bondholder is received by the Company (the
“Floating Conversion Price”), provided that both the Fixed
Conversion Price and the Floating Conversion Price shall not
be less than the par value of the Company’s shares.
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31. CONVERT'BLE BONDS (Continued)

(b)  The Convertible Bonds bear interest at the rate of 1% per
annum and interest will be payable semi-annually in arrears
in June and December in each year.

(c)  Unless previously redeemed, converted or purchased and
cancelled, the Convertible Bonds will be redeemed at 100%
of the principal amount at maturity.

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

Pursuant to the Subscription Agreement, the Company issued part
of the Convertible Bonds with an aggregate principal amount of
US$8,000,000, the Bondholder has an option to require the Company
to issue additional Convertible Bonds of US$8,000,000 (the “Call
Option”) within a defined period and the Company was also granted
an option to issue and require the Bondholder to subscribe an
aggregate principal amount of Convertible Bonds of US$8,000,000
(the “Put Option”) within a defined period.

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

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

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

The fair value of the conversion option and redemption option
embedded was calculated using the Binomial model. The inputs into
the model were as follows:

31. A IR ES @

(b) AERESTRENEIEE WAL
REFARARTZASFFOB

() FBRIFAIMBERERERER  HiasiE
ARG B BRI AR E A 2 B A
B E2HEE-

(d FHARESFATRARREER _ZETN
F00A— BB —IR L BER IR IR E IR IR
iIEER

RIERE RS NARERITHROAESLES
8,000,000 2 A R EHEHTFH AGRE
([REBHE]) ABSRAR RS E M AT
KB51N8,000,0003E 7T 2 FI IR E S AR RIE
ERT—BRIETHRABITRERESFE
AR R4 4858 58,000,000 7T 2 Al A& &5
ZHER ([RRohHE]) -

MR IR EY BT A R E S 2 i
RS EHARE SFBEEH R 2 IRAT
A5 30 UL R RAR ROTAE T He

AHRREFEEABHRIRASITETA (B
TR R RARVEHE S S R R CR 24 -
R-ZZRFLA—BRAEESHEREI
iR AEEEERATEEEBBEERKE
AR EREFEE RV FAE.

RIZEZRFEANA=TRH ARRESZ8E
B0 2 A HERTRAFARRERE 2 IRE
BE MZREREDNEBERITRERE
(IFRRTRAERE]) ZINIE (ZFFRF
TA—R:FERTRFRFEIMIE) 2AR
AIEHEERNERR-

PR R 2T (A3 b\ B e
B T2 BT

30 June 2006 1 July 2005

—EEXRE —EERF

~A=1H +tA—H

Stock price BRAD B HK$0.445% ¢ HK$0.385% 7T
Exercise price 1TE(E HK$0.384458x  HK$0.3844%
Expected volatility TE B R 40% 40%
Maturity life B EAFHR 1.75 years< 2.76 years4
Risk-free rate = e 4.53% 3.2%
Expected dividend yield T8 B AR B e 2 5% 5%
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31. CONVERT'BLE BONDS (Continued)

The fair value of the Call and Put Option was calculated using the
Binomial model. The inputs into the model were as follows:

32.

31. A IR ES @

R LA A HERTIA A S EE
B E - RAFMP RN T :

Call Option Put Option
30 June 1 July 30 June 1 July
2006 2005 2006 2005
“EERE —ZTRF SEERE “ZTRE
~A=tH +A—H ~A=1H +A—H
Underlying asset price HAEEEBR HK$80,200,000; % HK$68,500,000:5  HK$71,760,000%7%  HK$63,500,000i%7%
Exercise price IE(E HK$62,240,000; % HK$62,240,000:57 « HK$62,240,000;2% HK$62,240,000i7
Expected volatility LN 11% 7.57% 11% 7.57%
Maturity EI| 8] 1.75 years# 2.76 yearse 1.75 years£ 2.76 yearse
Risk free rate TR f bt & 4.53% 3.2% 4.53% 3.2%
Expected dividend yield TEEARR B R 1% 5% 1% 5%

Under the Subscription Agreement, the Company has also granted
to the Bondholder the right to subscribe for up to 30,437,073 new
shares in the Company at a subscription price of HK$0.3844 per share
exercisable for a period of three years from the date of issue.

As the additional subscription rights granted to the Bondholder will
result in settlement by the exchange of a fixed amount for fixed
number of equity instrument, the fair value of the subscription rights
granted is recognised in equity as subscription right reserve on initial
recognition.

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

BERERE XARNTCETFELEESR
NIEF IR REETR0IBMBTRIEL R
30,437,073/% AN 22 R ARAD » 1T sz A AT AR B 1T
B AR R = FHBR T AT

BN T EFRA ARINREES EBUARE
SRRBMETHE 2BARTEZ AN B
PR 2 R 2 A FEBEIN IS HERRE
R NTER AR R

B RBEEENRE AR ATFEETAS
A M BRAG E LR AP BRI T :

Stock price RRADEHE HK$0.333% T
Exercise price 1TE(E HK$0.3844% 7=
Expected volatility & B R 40%
Maturity life FI| HAF A1 3 years4
Risk-free rate TRk 3.57%
Expected dividend yield T8 B AR B e 3 5%

RETIREMENT BENEFITS SCHEMES

DEFINED CONTRIBUTION SCHEME

Certain subsidiaries of the Company have a retirement benefit
scheme covering a portion of their employees. The assets of the
scheme are held separately from those of the Group in funds under
the control of independent trustees.

32.

RINERH

ERBHE TS
AARIBTETHEAR SR EERL—
BRAENE 8l B B 2 BEREAREZ
BESRARA LENBBZEARSZE
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32. RETIREMENT BENEFITS SCHEMES

(Continued)

DEFINED CONTRIBUTION SCHEME (Continued)

The retirement benefit scheme contributions charged to the
consolidated income statement represent contributions payable to
the funds by the Group at rates specified in the rules of the scheme.
Where there are employees who leave the scheme prior to vesting
fully in the contributions, the contribution payable by the Group is
reduced by the amount of forfeited contributions.

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 for
the above schemes, net of nil (2005: nil) forfeited contributions,
amounted to HK$235,000 (2005: HK$152,000).

DEFINED BENEFIT SCHEME

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

The contributions which are determined by a qualified actuary on
the basis of triennial valuations using the projected unit credit method
are charged to the consolidated income statement. Under the
scheme, the employees are entitled to a pension between 1.67%
and 2.50% of final salary for each year of pensionable service at a
normal age of 65. No other post-retirement benefits are provided.
The most recent actuarial valuations of scheme assets and the
present value of the defined benefit obligations were carried out at
31 December 2003 by Mr. Alison Bostock, Fellow of the Institute of
Actuaries, and were updated to 30 June 2006 for the accounting
reporting purpose. The assumptions which have the most significant
effect on the results of the valuation are those relating to the rate of
return on investments and the rates of increase in salaries, pensions
and share dividends.

The main actuarial assumptions used were as follows:

2. RIKEBERETE

ERHRETE (&)

BB BE R R 2 RIRERMET B A S
B BIRAEE 2L RMBHES N 2 #f
KB BN G BEREBMEBER AR LE
B NEE RN 2 HEEIAS R Z HFHR

B_ZETTF+_AR AEERTENEE
ZBARERREE2ERFEAES ([RE
&) FHE N ABERR 2 BESFEIR
REME RN EERRESFEIRAREZ
bR oata & et BIfF L 2 5K

RER Liltst 818 S 2 RIKEFIFHEIE R
(HBeRAZT(ZETRE T) 28R
%) 75235,00078 7T (ZZEZ R F:152,000/87T) °

ERRBA T
ARRBTETHEARRL-BATERLZ
RIREAEH S LatEt BIT IR A AR B IR
Hif < ERRINGEN BB B A 2 &8 Bt
RAEME - LA A%t RER2 R A RE R
BB LAETE

RIES ERIBERM SR = TR BB ERC
BT EMRHE ZHR IR A8 RS
k- RIEZET 2 B B — RN FE RIS
FRRHAER RS Z RISES ZBRAREN T&
RS 2 1.67%%2.50% 2 [ AN B IR 4
HuR KRB EEA L 2 5T 8| B ERE A
DEBEENAEREIN -_SEE=6+_"A=
+— B i EE 2 &K B Alison Bostock&Z H#77
WER-—BERFENA=THEH UELEIT
S HRREE - HEELERRATEZBRTD
ARREORER L FHS RIRSEEE 218N
LR 2 Ri&e

Az TERERRMT:

30.6.2006 30.6.2005
S L —FERF
ANA=1+H ANA=+H
Discount rate BhIR % 5.30% 5.00%
Expected return on scheme assets ~ FBHAZ 5T 81 & E @R 6.60% 6.40%
Expected rate of salary increase TERRZ Er e iR 2.80% 2.80%
Future pension increases KRR ZBIRE FHIE 2.80% 2.80%
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32. RETIREMENT BENEFITS SCHEMES 32. RRERIFTE] =)

(Continued)

DEFINED BENEFIT SCHEME (Continued)

The actuarial valuation updated to 30 June 2006 showed that the
market value of the scheme assets was HK$229,349,000 (2005:
HK$207,735,000) and that the actuarial value of these assets
represented 67% (2005: 61%) of the benefits that had accrued to
members. The shortfall of HK$12,777,000 is to be cleared over the
estimated remaining service period of current membership of 10
years.

Amounts recognised in the consolidated income statement in respect
of the defined benefit pension scheme are as follows:

EXERAEE (&)
BHE_TTNENA-ZTRHZRBEMAER
st &z A ET{E A229,349,0008 T (ZEE
A :207,735,000/870) - MZSEEZREEE
BIREEESENZ67% (ZEZHF 61%) A
£12,777,0007 7o 2 BRE8 - RIR R E B 2 BT F
ERIRFSEHR (BA0F(LET) B &

REAEMNEARABNGEBERPBERAZE
BT

2006 2005
BT RE —ETRF
HK$'000 HK$'000

FHET FHTT
Current service cost RITARTE A A 3513 3,154
Interest on obligation HHEZ R 16,571 16,914
Expected return on plan assets FHE1E E 2 TEHAE =R (13,059) (12,674)
Net actuarial losses BEERFE 1,256 -

8,281 7,394
The charge for the year has been included in cost of sales. REEZHE T ABERA

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

AAREE ERENENTEFENEE LS
MEFFABERER FudwT:

scheme is as follows:

2006 2005

—ETRE —ETRHF

HK$°000 HK$'000

FHBxT FET

Fair value of scheme assets FEEEZAYE 229,349 207,735
Present value of funded obligations & & 2 IR{E (344,682) (339,292)
Net unrecognised actuarial losses KRR 2 FEEEBFEE 27,319 46,706
(88,014) (84,851)
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(Continued)

32. RETIREMENT BENEFITS SCHEMES

DEFINED BENEFIT SCHEME (Continued)
Movements in the present value of the defined benefit obligation

are as follows:

32. RIRERIFTE] )

EEBANEE &)

MEFE 2B EFRSEFHMT:

2006 2005
S —TTRE
HK$'000 HK$'000
FHET FAT
At beginning of the year F4) 339,292 294,417
Currency realignment b 3, 3 BE 1,347 (4,710)
Service cost BR AL A 3,513 3,154
Interest cost FBRAR 16,571 16,914
Actuarial (gain) loss BE (W) B8 (12,949) 42,047
Benefits paid P& (9,092) (12,530)
At end of the year Fik 344,682 339,292
Movements in the fair value of plan assets are as follows: TEIEEZFHIT
2006 2005
—EEXRE —ETRF
HK$'000 HK$'000
FET FAT
At beginning of the year EF4) 207,735 189,951
Currency realignment ME 5 SRR 5,195 (2,675)
Expected return on plan assets FHEIE E 2 TR EE 13,059 12,674
Actuarial gain (loss) e (Ei8) 4,146 8,768
Contributions HR 8,306 11,547
Benefits paid Frf<t 4@ A (9,092) (12,530)
At end of the year FR 229,349 207,735
The fair value of plan assets at the balance sheet date is analysed STEIEENGEER 2 ATFEBESNHAT:
as follows:
2006 2005
S —ETHE
HK$'000 HK$'000
FET FAT
Equity instruments BATA 169,262 144,338
Debt instruments B TA 54,616 53,265
Other assets Hith&E 5471 10,132
229,349 207,735
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32.

33.

RETIREMENT BENEFITS SCHEMES

(Continued)

DEFINED BENEFIT SCHEME (Continued)
The history of the plan for the current and prior period is as follows:

32. RIKERFTE =

EEBANEE &)

N RATE SR 2 FHBIELNT

2006 2005
—EEAE —EEnE
HK$'000 HK$'000
FHET FHTT
Present value of defined EREBAAECRE
benefit obligation 344,682 339,292
Fair value of plan assets SrEIEEZ AT ER (229,349) (207,735)
Deficit Esht 115,333 131,557
Experience adjustments on FEIB B AERE
plan liabilities (12,949) 42,047
Experience adjustments on FTEIBE 2 AERE
plan assets 4,146 8,768
DEFERRED TAXATION 33 IEFERLIE
The following is the deferred taxation liability recognised and EEFIEAE CERRESH N T :
movement thereon:
2006 2005
—EEAE 2Ry
HK$'000 HK$'000
FET FHTT
Balance at beginning of the year FH 4 193 193
Currency realignment b 5, A B 1" 18
Movement for the year (note 11) FARZE) (1) 2 (18)
Balance at end of the year FREEH 206 193

At the balance sheet date, the Group has unused tax losses of
approximately HK$31,275,000 (2005: HK$28,604,000) available for
offset against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams. These
tax losses may be carried forward indefinitely.

REEE B AL E A IR IO F 2 KB
THIBET 18 431,275,000 T (ZEZ2RH4E:
28,604,000 7T) < AR R BETERI BI85 FI 2 7
M) B RER A AR I B E % SR EE

B ER AR A8 -
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34. SHARE CAPITAL

34. IR

Number
of shares Amount
RHBE &8
HK$'000 HK$'000
FHT AT
Authorised share capital of BREEI0B T2 AERA:
HK$0.10 each:
Balance at 1 July 2004 and RZZZEENFEA—HBR
30 June 2005 “EERFANAZTRZER 3,000,000 300,000
Increase in share capital & 73 AN 9,000,000 900,000
Balance at 30 June 2006 RoTEAFAA=TAZEH 12,000,000 1,200,000
Issued and fully paid share capital ~ SREEI0E T2 EEITR
of HK$0.10 each: R IR
Balance at 1 July 2004 RZZEZNF+A—HZ&EH 2,308,341 230,834
Issue of shares as 2004 final BIIRMDIER-_ZZTME
scrip dividend REAABRA B 34,769 3,477
Issue of shares as 2005 interim BIIRNDIER-ZZREF
scrip dividend AR HALARR KB 50,014 5,001
Balance at 30 June 2005 RZZEZERFANA=THZER 2,393,124 239,312
Issue of shares upon placement MBS R ZITIRD 240,000 24,000
Issue of shares as 2005 final BITRDER-ZZRF
scrip dividend REALARR AR B 65,374 6,537
Issue of shares as 2006 interim BITRMERZZZTRFE
scrip dividend AR HALARR KB 48,845 4,885
Issue of shares upon conversion R E R R E S
of convertible bonds BITRG 164,910 16,491
Balance at 30 June 2006 RZZBEREAA=THZ&ER 2,912,253 291,225

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

Company took place:

(a)  Pursuant to an ordinary resolution passed at the annual general
meeting dated 25 November 2005, the authorised share capital
of the Company was increased from HK$300 million to
HK$1,200 million by the additional 9,000 million shares of
HK$0.1 each. The Company’s authorised share capital is
12,000,000,000 shares of HK$0.1 each;

(b) On 22 September 2005, Lawnside International Limited
("Lawnside”) entered into a placing agreement to place up to
240 million existing shares to independent third parties at
HK$0.73 per share (the “Placing”). Concurrently, Lawnside
entered into a conditional subscription agreement with the
Company to subscribe for new shares of the Company which
number shall be equal to that of the shares successfully placed
under the Placing at HK$0.73 per share. On 2 November 2005,
240,000,000 new shares were issued and allotted upon the
placement. The net proceeds are to be used for the Group’s

general working capital;
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(a)

(b)

BER-ZEZRF+—A=-t+HBZRK
REFAG HRB2 LRREER FEHER
9,000,000,000/% &FAXEI B0 1B T 2 B& (9
AN E] 2 5 E B AN £1300,000,00058 7538 A0
21,200,000,0008 7T ANA R ZVATE RN A
12,000,000,000F% B IR EIEO. 178 7T 2 A& 19 :
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International Limited ( [Lawnside] ) 5T>Z B &
ek R ERR073B L 2 B AL E =
75 Bt € £ %240,000,00083R A %5 ([ &
E18]) o[F - Lawnside EEARN R T E] 32 A 16
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34. S HARE CAP ITAL (Continued)

35.

(c) InJanuary 2008, 65,373,671 shares of HK$0.1 each were issued
at a price of HK$0.4 per share upon election by shareholders
to receive shares in the Company in lieu of the 2005 final
dividend pursuant to the scrip dividend scheme as detailed in
a circular dated 19 December 2005;

(d) InJune 2006, 48,845,137 shares of HK$0.1 each were issued
at a price of HK$0.503 per share upon election by shareholders
to receive shares in the Company in lieu of the 2006 interim
dividend pursuant to the scrip dividend scheme as detailed in
a circular dated 24 April 2006; and

(e)  During the year, US$7,900,000 of the issued Convertible Bonds
were converted into 164,910,000 shares of HK$0.1 each of the
Company at a price ranged from HK$0.3274 to HK$0.3844 per
share.

All shares issued rank pari passu with the then existing shares in
issue in all respects.

SHARE OPTION SCHEMES

On 29 November 2002, the Company adopted the share option
scheme (the “Scheme”) which will expire on 28 November 2012.
The purpose of the Scheme is to attract and to retain quality
personnel and to provide them with incentive to contribute to the
business and operation of the Group. Under the Scheme, the directors
may grant options to any eligible persons of the Group, including
directors, employees, consultants, advisors in respect of business,
operation, management, technology, legal, accounting and financial
matters of the Company, its subsidiaries or affiliates or any
discretionary trust whose discretionary objects include the aforesaid
persons or a company beneficially owned by the aforesaid persons
as well as customers and suppliers of the Group, to subscribe for
shares in the Company. Options granted are exercisable at any time
for a period determined by its directors which will be less than ten
years from the date of grant, where the acceptance date should not
be later than 21 days after the date of offer.

The exercise price (subject to adjustment as provided therein) of the
option under the Scheme is equal to the highest of (i) the nominal
value of the shares; (ii) the closing price per share as stated in the
Stock Exchange’s daily quotation sheet on the date of grant, which
must be a business day; or (iii) the average closing price per share
as stated in the Stock Exchange’s daily quotation sheet for the five
business days immediately preceding the date of grant. The maximum
number of shares in respect of which the options may be granted
under the Scheme shall not exceed 10% of the issued share capital
of the Company at the date of approval of the Scheme. However,
the total maximum number of shares which may be issued upon
exercise of all outstanding share options must not exceed 30% of
the issued share capital of the Company from time to time. The
number of shares in respect of which options may be granted to any
individual in any 12-month period is not permitted to exceed 1% of
the shares of the Company in issue on the last date of such 12-
month period, without prior approval from the Company’s
shareholders. No share option under the Scheme has been granted
since its adoption.

34, RN ()

8h

) R-ZET E—A BREEREBHA
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AR B AR BT B URER AR A R R ID R B
—ETRFERPKRE AR BILEFAR0.47E
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36. ACQUISITION OF A SUBSIDIARY

On 4 QOctober 2005, the Group acquired 60% of the issued share
capital of Aspire Management Limited (“AML") and its subsidiaries
(the “AML Group”) for cash consideration of HK$52 million and HK$18
million for subscription of new shares in AML. AML Group is
principally engaged in the provision of e-lottery services. This
transaction has been accounted for using the purchase method of
accounting.

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

36. W iE — B A A

R-ZEZTRE+ANAE - AEBUBRLSRE
52,000,0007% 7T & A 18,000,0005% 7T B8 A FT A% 77
= - Uz B Aspire Management Limited 52 £ & A 7
(TAMLEE]]) 260% B I TIRA AMLEE 2
REREETFECREES MR ZFEFEHRE
B BRI R

FRMKEREAR CEEFELRAERR
FEEMT:

Fair value
Book value adjustment Fair value
REE AFEERE ATEE
HK$'000 HK$'000 HK$'000
FHET FAT FAT
Net assets acquired: Pl iE & =5 E -
Property, plant and equipment S ER Y 1,627 - 1,627
Development cost for systems R R 2 B
and networks 4,775 — 4,775
Licence rights T - 11,800 11,800
Inventories FE 203 - 203
Trade and other receivables FEUE 5 R E AR 1,459 - 1,459
Bank and cash balances RITRBSERT 33,520 - 33,520
Trade and other payables FERE 5 R EH A IR R (2,898) - (2,898)
Taxation payable FERFRIE (16) - (16)
38,670 11,800 50,470
Minority interests LH R R ERE (17,265)
Goodwill &S 36,795
Total consideration, satisfied NIR& 2 BRE
by cash 70,000
Net cash outflow arising on WHEFEE 2R e
acquisition Pigaabeis:c
Cash consideration paid FReRE (70,000)
Cash and cash equivalents FriiEiR € R e E5E
acquired 33,520
(36,480)
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36. ACQUISITION OF A SUBSIDIARY

i

(Continued)

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

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

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

If the acquisition had been completed on 1 July 2005, total group
revenue for the year would have been HK$1,348 million, and profit
for the year would have been HK$332 million. The proforma
information is for illustrative purposes only and is not necessarily
an indication of revenue and results of operations of the Group that
actually would have been achieved had the acquisition been
completed on 1 July 2005, nor is intended to be a projection of future
results.

CAPITAL COMMITMENTS

36. Wig—REMTB 2 8]

WEAMLERAES 2HEDREPEARK
MEITENE & 2 BEFIBHER 2 BENEHN &
B O FTE & 2 TR R R E R st o

AMLEERWE B PELEE 0 R AREEE
#4575 53,200,0007% 7T Y2 A K2 2,900,000/ TTE1E °

BB EE 2 AV EEDEBRRSRE
TERIAIRAMLER BB B P i R T 2 i A
R TR RE °

WUBER_ZTAFtA— BN AFE
2 A BT A 1 A1,348,000,0008 70 MAEE
v M1 £3332,000,000 - HE ERHEMHR AR S
AR A EEERREBR ST RF
+A—HAEK TEEER 2 WA REEELE TN
THERRIREE 2 TE Rl

EANEIE

2006 2005
—EEXRE —TThHEF
HK$'000 HK$'000
FET FHTT
Capital expenditure in respect BRAME WEKERERERE R
of property, plant and equipment MERABER AN BB
and development costs for BRFTEHERFALZ
systems and networks
authorised but not contracted for 179,025 112,375
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38. OPERATING LEASE ARRANGEMENTS

THE GROUP AS LESSEE
At the balance sheet date, the Group had future minimum lease
payments payable under non-cancellable operating leases in respect

8. EEHERH

AEEERERA

REHR ASESHA B NERRE
S0 R AT B R 2 TR

of rented premises and machinery and equipment which fall due as B REE B EBRIBERAT
follows:
2006 2005
Machinery Machinery
Land and and Land and and
buildings  equipment buildings equipment
—EERF :ggﬁfﬁ
T REF HBRRRE T RAEF MBS R B2 A
HK$'000 HK$'000 HK$'000 HK$'000
TET FTERT FHTT FHTT
Within one year —FK 280 2,517 190 274
In two to four years FEFMUF 2,335 3,558 1,333 1,238
2,615 6,075 1,523 1,512
Leases are negotiated for terms of one to four years and rentals are KiEE s HEFHH—ENFA % M

fixed for terms of one to four years.

THE GROUP AS LESSOR

At the balance sheet date, the Group contracted with tenants in
respect of leasing of plant and machinery and telecommunications
networks which fall due as follows:

Toie—EPF 2 FHIEERT -

ZIK%ﬂEZ%tH*HA
REE R NEECHEERE #5 REEH

%Eﬁﬁﬂ}i RIMAK HEHBMT:

2006 2005

HK$ 000 HK$'000

FET FHTT

Within one year —FK 10,874 11,236
In the second to fifth years inclusive FE-—ZFAF (HEMFERIEEN) 20,756 18,855
Over five years REAEFE 1,803 2,017
33,433 32,108
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S

40.

POST BALANCE SHEET EVENT

In August 2006, the Bondholder exercised its option to require the
Company to issue the additional 1% Convertible Bonds for the
principal amount of US$8,000,000 to the Bondholder. The net
proceeds of approximately HK$60,263,000 will be used for general
working capital of the Group.

RELATED PARTY TRANSACTIONS

During the year, the Group has transactions with Champion and its
subsidiaries other than the Group as follows:

8l

40.

Varas VA
EEH®BSEE
REZZEZRFNA EFEEATEESE 2
KRN 7351774 588,000,0003 7T 2 BN % 7]
BREFTESFFEEA-FESREFEY
60,263,000/ T B REAEE 2 — R EEE S

BMBALRS
RERA AEBRTE R EH AT (REE
5N BT THIR 5

2006 2005
—EEXRE —TTRF
HK$'000 HK$'000
FET FAT
Nature of transactions RBHER
Fees paid by the Group to Champion — ZN£= & [6)7d B #& Ak AN
for the provision of office XERBAE
premises and facilities, and HRHE R ERRTES
management services, 2B
on cost basis 100 100
Sales of pagers and equipment AEBERBEE 2
by the Group to subsidiaries of MEAREE
Champion {EPFH B84 = 52
Purchases of telecommunications AEERBEZ
equipment by the Group from MEAREE
subsidiaries of Champion EX = 129

These transactions were carried out after negotiation between the
Group and the respective related parties. The fees paid for the
provision of office premises and facilities, and management services
were in accordance to the management agreement entered into with
Champion dated 20 December 1996, which was renewed on 1
December 1999, 29 November 2002 and 1 November 2003 as well
as other management agreements entered into with a subsidiary of
Champion dated 2 July 2002, which lapsed during the year. The sales
and purchases were determined on a cost plus basis.

The key management personnel are the directors of the Company
and the five highest paid individuals. The aggregate amount paid to
them was HK$7,912,000 (2005: HK$7,507,000) details of which are
set out in note 10.

WEXSHRASERZTEHBARATEEE
T EBRERRAERERERERERIEHTY
NzEBRIRER—ANAFE+=—A=+HHA
BEAVZEERE (TER—AALFE+=
A—B 22 =F+—A=Z+tNhARK=ZZEZ
=F+—A—HE® AR _ZTZT_FtA=
AETEE —FEHBARGI L2 At ERE
HESX - BEE DRI ANFE 2 EERE
Eo

FEBBABDNARRIZEERAGZREHTA
T EEESN 2SR5 57,912,000 T
(ZZEZRF:7507,000/87T) B BB K
10
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41. BALANCE SHEET INFORMATION OF

THE COMPANY

2006 2005
e —TTRg
HK$'000 HK$'000
T FHET
Non-current assets JEMENEE
Investments in subsidiaries BRI E 232,890 232,890
Current assets mMENEE
Other receivables E b U AR SR 154 173
Amounts due from subsidiaries (Note)  FEUHT B A B FIE 515,281 302,067
Taxation recoverable AU Bl R IE 37 -
Deposits, bank balances and cash FERRITEFERRS 66,372 52,551
581,844 354,791
Current liabilities mEaE
Other payables H A PR AR R 1,293 911
Amounts due to subsidiaries FERT BB A AFRIE 385 142
Amount due to ultimate holding FE S AAERR A RIFIR
company 93 =
Taxation payable FESTRIA - 38
Convertible bonds AR E S 18,219 60,550
19,990 61,641
Net current assets MEEEFE 561,854 293,150
Net assets BEFE 794,744 526,040
Capital and reserves BARREE
Share capital A& 7R 291,225 239,312
Reserves 5 503,519 286,728
794,744 526,040
Note: B e

The amounts are unsecured, interest free and repayable on demand.
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42. PRINCIPAL SUBSIDIARIES

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

42. T BB E
R=BEAFAAZ R KATEEEHE
RAZHIEWT:

Nominal value

Proportion of
nominal value

Place of ofissued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
EMRL ERITRAEE EREEMLZ
NEER Fg ok AMER BEBRTRAEELH TEEK
Aspire Management Limited British Virgin Islands Ordinary 60% Investment holding
HBRZHS US$1,500,000 REZER
gl
1,500,000% 7T
Bingo Profits Limited British Virgin Islands Ordinary 100% Investment holding
HBRAHS US$1 REER
TARIETT
Kantone (UK) Limited United Kingdom Ordinary £5,500,000 100% Investment holding
e Eidi— REER
5,500,000 &
Keen Pacific Limited* Samoa Ordinary US$1 100% Provision of treasury
EEDES Timik—1ET services
R TR AR
M.C. Holdings Limited* Cayman Islands Ordinary £5,500,002 100% Investment holding
HERE Eidi— REER
5,500,002 £
Multitone Electronica Limitada Brazil Ordinary R$300,000 100% Distribution of
ki) TR — telecommunications
300,000E & equipment
AHEIEBEM
Multitone Electronics PLC United Kingdom Ordinary £3,830,107 100% Investment holding,
SR TR — design and manufacture
3,830,107 & of paging and
telecommunications
equipment
REZR Rt REE
B REERN
Multitone Electronics Malaysia Ordinary MR285,000 100% Manufacturing of paging
Sdn. Bhd. 5 i TR — equipment
285,00055 KA T2 7T EEGWSHEMN
Multiton Elektronik Germany QOrdinary DM2,000,000 100% Distribution of paging
GmbH =B TR — equipment
2,000,000 %% 7 BT R
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42. PRINCIPAL SUBSIDIARIES (continued)

Nominal value

Proportion of
nominal value

2. TERBAR @

Place of of issued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
EMRL ERITRAEE EDREMGZ
DEER R 2MER BEBRTRAEELH TEER
Multitone Rentals Limited United Kingdom Ordinary £100 100% Leasing of paging systems
e L@ — 100588 B ZGHEE
Peak Vantage Limited* British Virgin Islands/ Ordinary US$1 100% Provision of treasury
Macau LAk — 1% services
KBHERRES R IEARTS
R
Shenzhen Hengyu Science PRC Ordinary 60% Investment holding
and Technology Company H RMB15,000,000 BEER
Limited? Eim—
AR#15,000,0007T
Silverstrand Investments Limited* ~ Samoa Ordinary US$1 100% Investment holding
EEDHS TR —1ETT REER
Smart (Macao Commercial Macau Ordinary MOP100,000 100% Provision of services, software
Offshore) Limited SR Tk — licensing and trading in
100,000 5% telecommunications
equipment
RURS A EATER
BEESEHEM
Smart Delta Inc.* Samoa Ordinary US$1 100% Provision of treasury
EEDES Timik—1ET service
R AR
Zonal Care Incorporated™ British Virgin Islands/ Ordinary US$2 100% Investments in
Macau L@k —2%T e-commerce projects
KBHERARES REEFHEER
R

* Directly held by the Company

* Wholly owned foreign enterprise for a term of 20 years commencing 17
October 2003.

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 debt securities subsisting at 30
June 2006 or at any time during the year.
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* INEBE LR FHH —EE=FF+A+LHE
Z120%F -

ERANZAABMB AR DERRREHR
MAKEAFEERENHENEBEEFEE
REDZMHBA R -EERR MR ELHTBEL
AZHEBE-HIIL AlgTERBRITR.
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