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REPORT OF THE CHAIRMAN
ERERE

| am pleased to announce to the shareholders the audited ANARARBRRAMEEEEERERAT
consolidated results of Karl Thomson Holdings Limited (the ((AATRNDEKEMBARN(AEENEBEZE_-Z
“Company”) together with its subsidiaries (the “Group”) for the Z+tHF+-_A=+—HILFENLERGREE
year ended 31 December 2007. & o

For the year ended 31 December 2007, profit attributable to BEZZZE+tE+-A=+—-HLLFE BX
shareholders amounted to approximately HK$28,891,000 (2006:  FE{h /& F 49 £28,891,000/8 T (ZFE X & :
HK$11,315,000), equivalent to earnings per share of HK5.75 11,315,000/ 7t ) - HE R B R B FI5.758 L
cents (2006: HK2.41 cents). (ZEEREF 1 2.4184) o

BUSINESS REVIEW E 3 3]

The Group comprises three major business streams, namely ZAEEMNERRZSE - REREZ 2 M
the financial business, investment in associated Asia Tele-Net H@RRBEBRATD(EMNHEA )R AM=KRT
and Technology Corporation Ltd (“ATNT”) and the oil and gas T °

business.

Financial business SRER

For the financial business division, the stock market of Hong HEE&®MEBFHE > —SETLFNEBRETS
Kong in 2007 was encouraging but at the same time challenging. RBRESAREMX T RREBN—F  XKRFEE
The financial business was benefited by the buoyant trading and Z5E#B ° Tl AEENSRMEREETIEE
achieved satisfactory result. Looking towards 2008, the sub-prime ~ 18M&RE - REZZTTNEF » ZERXIREEN
crisis still affects the United States (“US”) economy and would WREBXELE SHBHERINAKNERE X
force the Federal Reserve to cut interest rate to stimulate the RIBEELE  BRESRABE—DHEMEET
economy and eventually will press down the US currency. EME -

Driven by the strong China economy performance, the HongKong M&EERAESZHE  EPEHRYCELERE
economy was flourishing. However, as it was restricted by the US  BI T » SR KB REEZES » BEZ 5 A5
Dollar peg rate, the local interest rate had to revise downward BEZXRBETEE T 2B AEEK @ RibFIRFH
when it should have gone up. The Hong Kong Dollar is therefore Rk BLEEHECFEEY  BREARE
depreciated against other major currencies including Reminbi  #HRERE » SARMBIRMNE - KERBIE
(“RMB”) and this has further pushed up the local inflation. The — BFfNEI o AT AR &7 — F IR FR @ 8865 - FMFE
local economy will fluctuate and fluctuates widely. We will keep BRI EIRE SR 2 AR o

close eyes on the associated risk even the general economic

environment is prospering.

We feel confident that the China economy will maintain strong REME @ ZKMEGLHESEERFTRE
growth in the long run and that Hong Kong will remain as an &' B EESEHE—EFRTHANEE
unchallengeable international financial platform for China. The EIRE€@M¥ A AEBNESMELLESIHES
Group’s financial business will be therefore benefited and will BEREBXAONERE H BREE  RATE
grow under this general direction. The Group will also keep close BRI EHEFEANSREBNSEKS -

watch on every cooperation opportunity with the China financial

institutions.
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Investment in associate ATNT

The associate of ATNT, Intech Machines Company Ltd (“Intech”)
has announced in January 2008 that it has received a tender
offer from a German listed company, Manz Automation AG, to
take over at least 35% but not more than 70% of its shares. If
the tender offer was successful, ATNT would receive cash of
approximately NT$600 million. This would not only strengthen the
working capital of ATNT but also enable ATNT to consolidate its
resource in developing the business of its wholly owned subsidiary
Process Automation International Ltd (“ PAL’). That is the reason
why the Group has supported the tender offer.

PAL would thereafter continue to strengthen its electroplating
equipment business in PCB sector and surface finishing sector.
In the meantime, PAL would search for more strategic partners
in order to bring in different technology, products and markets
so as to diversify and branch out into other business segments
using its core technologies and knowhow.

Oil and gas business

As far as oil and gas business is concerned, the group has in
last year successfully acquired an Australia listed company,
Volant Petroleum Ltd (“Volant”). Volant is privatized subsequently.
Further to this acquisition, the Group has increased its effective
interest in Egypt Block 2 WEEM from 20% to 40% and at the
same time, has acquired effective interest of 40% in Egypt Block
3 West Komobo.

Recently the oil price reaches over US$100 per barrel. The surge
of oil price means that the underlying value of any oil & gas asset
shall become more valuable. This movement is beneficial to our
Group. The current favorable situation has confirmed that our
past analysis and forecast in oil business and our decision to
enter into this industry two years ago are correct.

ERE®RE

RENBE QR ENER

TNEEBTHAEBRE AR TERERDE
RARITRE]) E-EEN\FE-AEHE—
& £ 2 8 Manz Automation AGIE HUKEE
TETRDNB%BERZ70% 2 BEREE - 2R
ZEBNERIIE  TNBERATRENH A
6ETES  REDMBERNELSEXREN
AR EREFEPREDIMNERANZENB LT
EMNEEREMBRATTPALDKER - FTL
AEERXFRERELY

ARPALS EEZERRBR TSR REEE
MENERERRBEY - FTEHIMMBYEES
MEEE  EBSIATRNEKMN - ERMNTHE
ZZ . BPALNRMITEZE B INITE - %
BREREHESE -

AMER

ZERAHBER  AEECREF R IR ERNM
E AT Volant Petroleum Ltd ([Volant]) »
BEZ2EAEL -  RARINWBSKAEFBEIR
 — B HHEWEEMM 2% H20%1E £40% » [
REREHN T R R = @hAWest Komobo 40%H)

EHOREC RWEFRH100ET @ MEBSRTH
HEEBEMLE  HAKEEBEAR - B
MNENREERAT AEEEMFZAH B MIT
EW DA~ TR MR EEE LR RE
EIEHER o
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We expect the oil price will continue to climb and the demand inoil KA HEETEHEA > MAPBEEHAHENE
will only be bigger and bigger. Although the Chinese government RFEIREB K » TEREAAPEBFEAZ X
tried several times to cool down the economy, the China economy #ZHEKBRERRAE ERENESEER
is still growing rapidly and this increases the oil consumption. > ¥ EEASEHFERIEMT - HILREE > FE
As China also starts to build up its own strategic oil reserve and B8 7 BB A mfEE > EREARTEiE TBAZEF
implements policies to encourage some of the domestic oil fields SHEMBEEBRR > S FEMNREEEABAD
to cut down their production, demand for oil import will increase FRAIE - HEBFHEERZF -  MLEETE
substantially. This will further underpin the international oil prices. MM ZBUE IR E - HENEBENCKEEE
In the light of weak US Dollar and the fluctuation of geo-political A& T ©

events, the peak for oil price becomes unpredictable.

The Group has at the moment progressed well in accordance REAKEERABAIEMNIE SRRBREES

with our original plan. On or before 2009, the Group will drill BlEFIHRE - E_ZEhFAAEEFEE=
three exploratory wells in Block 2 WEEM. The first two wells will EHHAWEEMAER=0H/F c F— > ZO8R
be completed within 2008. —ZEENFRTHER

From the date when we first began analyzing the prospect of oil RAEBERBES T ABITENAS  FEEH
industry, to implementing a business strategy, to participating in EXE « 22 FRKHE BEBHEEID
the Egyptian oil field, to acquiring an overseas company in order GBI AXEENMEBENABHEE @ ZHEREN
to expand its oil and gas assets and to reach current exploration IR - BEERER AT SEER 1) A
stage, Karl Thomson Energy Limited (“KT Energy”) is taking =——S—WEHLBE BRAEHLEBEEL
steps by steps to realize its plan and to accumulate precious 5 MAREAHEREERHANRBEE -
experiences. The Group is not viewing its participation in oil

industry as a short term speculative business.

Oil business is a long term investment to the Group. It possesses FAHTER—EBERAMMNKRE  EEREHHEN
unlimited business potentials but it does have risks. The Group RIRTERR - il AEBSUBEBENRE
will take very cautious attitude in developing this business. We [E - EEGBERNER  #EEEEREEN
remain positive but will stick to our prudent approach to ensure JRBlc MEMAREE AL ERBELHE
this business continues to develop stably and healthily. | still ZE & AJUAEENRRFERERNBRIE S
believe that the exploration of oil assets will bring enormous profit

growing drive for the Group.

APPRECIATION €]

| would like to take this opportunity to thank my fellow directors ZAAZENBHEESTHHEEERZEF - HR
for their guidance and support and express my appreciationtothe EBEEREIFHIfF - RR/BT UREF
management team and diligent employees for their commitment ~RBRROFEZIF - RAZ LG -

and loyal service. | would also wish to thank my customers and

shareholders for their continued support.

For and on behalf of the Board REREEE
Lam Kwok Hing E=4
Chairman EEE

25 April 2008 —EEN\FMA=TEHA
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MANAGEMENT DISCUSSION AND ANALYSIS

RESULTS

During the year ended 31 December 2007, the total revenue for the
Group was approximately HK$90,500,000 (2007: HK$51,082,000).
Profit attributable to shareholders was approximately HK$28,891,000
(2007: HK$11,315,000) mainly attributing to the strong gains of
the core financial business.

MARKET OVERVIEW

Stock market for 2007 has been very challenging as the market
had been battled endlessly with conflicting market forces from
favourable regional factors of China element and strong domestic
economic performance on one hand and from the poor US
economic performance amid the sub-prime crisis and property
market slump on the other. The market experienced vigorous
volatile trading with two powerful upswings and three significant
crackdowns. For the first three quarters, investors focused on
the favourable China factors and aggressively chased those
counters with China stories. A series of China policy in lowering
the corporate tax, allowing the listing of scale and quality national
enterprises in Hong Kong and releasing more fund outflow in
form of Qualified Domestic Institutional Investors helped to heat
up the sentiment. Stocks with active corporate activities of good
earning result, asset injection, listing in A share market and merge
and acquisition activities drew greatest investment attention. The
merge and acquisition stories had also at one time powered the
upsurge of second-liners with prices skyrocketing by a few times
with a short period of time, the Yen carry trade and the first
emergency of US subprime crisis had then stepped in to press
down the market but was soon viewed to be temporary and to
provide another buying opportunities. The market was driven up
rapidly and powerfully by tremendous liquidities from elsewhere.
The market reached its peak in late October when Hang Seng
Index (“HSI”) and H Index hit its historic high of 31,958 and of
20,609 respectively about 60% and 99.3% higher than that of last
year. The subsequent outbreak of sub-prime crisis and property
market correction in US in November resulted in serious credit
crunch in the international financial market and triggered panic
and comprehensive worldwide liquidation in the stock markets.
Various leading international financial institutions were found to
involve huge sub-prime loss and had to make substantial write-
off. The sub-prime crisis broke down the normal operation of the

BEEENWE DN

ES

BE-ZEELtF+-A=+—HLFEE" &
£ B /9 48 W 35 %9 590,500,000/ TT( Z B E X
% :51,082,0008 ) BRREMERNO A
28,891,000/& jt( = & & X F 1 11,315,000/&
7)) TEARROSRMERBSEEEER -

mEHE

—EELFWRETSRBRE - ZREMARN
BHImERERE  —FEHRETEBERERAE
HMEBERBRRYNBFBERE - 5—HHEHXK
BEZIZERRMETSRARFLEN
REXENXELSE SIS EEMRIEN
HE - mEHRBIZIR BRI - Hi il
BEMENEARZRBET R - EE=EZE
E REZEZRARANFNFERZRERER
ERTEREIENEERE - —EENPERM
BRMFEEERR FHAREREEBELD
BEBETRUSGERBEARBREERL BT
BZIRET  HEUTERS  REFEE
BEASKR  ABEEBRAESE T AEE
HART S LR MY RHBEBSEBEEE
BWRERZIREESTR - HBRIEHMR
TESZHRESA CHERETEKBER
MARGE REBENBEREXRZREE
BRABRENRZERSHERERD%. B8
BHEMAREIRRABEEEHARKEERA
E—RATRE - THEXIRBZTINKE
ESRAEIMSERBS LA - THERT
ARZLsiE  BEERIARHRESEDHAT
31,958% KR20,609 WE LS WEF £
F#960%K99.3% - HER+ - BBEREN
XEREAERNETSAREHRER AT
SHRBREFERMA  UHRRDHIRRIRRK
MEEE  ZAAERAREHEBRIBERI R
ERAZBREIFZTRFEHBBARME - NIz
B IR B PR  Bh T 45 B9 IE % B A K B 0 2 ) B B
RITWABDETES - XEKBERYETE=
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international finance market and increased liquidity pressure on  #E Bt SETHERFEAHEERERFE
various international banks. The rapid deterioration of US economy T 2FEEREEE o B E R > PREIBER
and property market brought a sharp turn to bearish sentimentin 2 BEBREEFASFERB|ITRBESLRLL
anticipating recession and stagflation. In the meantime, the China W ZEE - BRAANLER KT - HiTBIE
policy turned to be tougher in tightening the credit to cool down FETREMFZ 2H - LUBHIBENYIET S o F
the economy and stock market by consecutively raising interest Bl RBFE - THEZEBMAEBZREE
rates and bank liquidity ratio. Other administrative options were ~ RREBR#b TE#EE > UFEHESREREN
also being discussed to press down the overheating property FREZ#FL  FIEEEBERREFESRAS
market. The Central Government of China further postponed SZERBERMEHBEZERMEML o Fit - F0
the implementation of Direct Individual Investment Scheme and ZEMWHARS AIMHAERE  SEHEEHE
decided to clear up the underground money for institutionalizing 7% £27,813%  BEE £ S T ¥%13% > %
the long term outflow of fund. All these measures restricted new HIRIEEEIZE £16,124%  BEE SN T HLY
fresh fund into the market and triggered more profit taking in the  21.8%  HA B RHRIEH D BB A F L F
stock market. As a result, the fourth quarter correction evaporated  39.3%}55.9% °

much of the gain to send the HSI to 27,813 about 13% down from

the historic high and H Index to 16,124 about 21.8 % below from

the historic high. HSI and H Index ended up 39.3 % and 55.9%

respectively higher than that of last year.

The outlook of Hong Kong economy for 2008 is cautiously positve. —ZZENFHNEBLBASMAZTELE - 2
Benefited by the weak US dollar, interest rate fall, negative interest HER XK~ MR TH EEPAERER
rate scenario and strong China economic growth, the local economy B P EILEIL R - ARt & e B 5 AT
can still advance on the robust internal consumption though the HIAEBEEMIG R » #5835 B % By 19 &8 B UE
US-led economic slowdown and the China austerity measures RHPBEZEFEHEEAEESIBRITEHE -
inevitably cause external threats. Stock market performance forthe ZZZENFHE—ZFTEMWBRTREXLE > #ER
first quarter of 2008 was disappointed. There were continual sell-off ZEREEZEEMETELEEER  REERARE
liquidation in the market by institutions and retail investors asthe EZEEAAREERSHEERNZEMES
investors are scared by the tremendous subprime loss and write-off 35 R & MMM ERFTWH - T HBZEENEEKR
of the financial institutions as a result of the explosion of the US S X EEBEHAZEREMEHTEL TR EM
property market slump. There were widespread worries of much & &% RRFELEBENETEE - BEM
greater amount still undiscovered yet and of the negative chain & ' EHFRBATNKEREHIFERE SRS
effects spilling to other sectors of the economy which eventually 71> BREEZBEAEB THAMNERHHRBFERHN
threatens the normal operation of the economy. For instance, the AIREMEZUIRELE  BEHAEEBER
bond insurers were also questioned of their survival capabilities. BETEZHEE  HLREENBENAME - B
Despite the great interest rate cut in US and the Bush proposal 8EMiZAARE - ¥IXIRBENBREM R T
of massive tax rebate to revive the economy, investor sentiment MBI REHRAEBZREBRN - FIESHE
remains fragile as the problems were not fully ascertained. The KRENESHBEENBRERENIKELEN
whole market now fell into chaos, fears and guess on the subject {5t MBFAEEZEHESREEEXE -
of how serious the sub-prime is and how long it lasts. All analysts Ilt » TBEEEBAFBREEBOEEZL B
and government officers use rule of the thumb guess on the extent

of the problem and the market is purely dictated by rumors and

news. As such, the market falls into very volatile and sensational
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trading which will continue for certain period of time until the
problematic events and companies were fully clarified. No doubt,
the China policy to encourage the outflow of the funds provides
additional liquidity to the stock market and the positive local
economy performance helps to underpin the fundamental value
of the stock market in the long run. These long term favourable
factors only works when the panic investment sentiment calms
down and the market confidence restore to the normal level.
At the moment, the issue has become a confidence crisis and
fundamental factors in the stock market are largely ignored. As the
market continues to move directionless on volatile pattern, most
of investors will stay sidelined and turnover will drop at least for
the first half of the year. For the same reasons, the new listing
activities will decrease and smaller firms may even withdraw
their listing applications due to the poor response. As soon as
the US economy finds bottom in the second half in 2008, the
stock market should be able to pick up both in index level and
turnover and the fundamental factors will then gradually reflect
in the share price performance.

SECURITIES, FUTURES AND OPTIONS BROKERAGE
BUSINESS

During the year, revenue for the Group’s securities broking
business and futures broking business as well as the underwriting
commission, which accounted for 61.72%% of total revenue, was
HK$55,859,000 (2006: HK$23,713,000). Profit for the division was
HK$25,688,000 (2006: HK$3,044,000). The division registered
impressive growth in both turnover and profit mainly attributing to
the promising Initial Public Offering (“IPO”) performance of newly
listed issues and the bullish stock market.

SECURITIES MARGIN FINANCING

During the year, interest income generated from securities margin
loan portfolio accounted for 3.8% of the Group’s revenue was
HK$3,521,000 (2006: HK$2,463,000). Profit for this division
reached HK$2,942,000 (2006: HK$1,906,000). The division had
moderate growth as the demand brought by the increase of the
trading activities but the clients restricted to day trade to avoid
overnight risk and this in turn curbed the demand for overnight
margin financing. The Group maintained consistently prudent and
flexible margin financing policy to minimize its risk exposure in the
volatile market environment in order to achieve high profitability
for our shareholders.

BEEENWE DN

REERE-RERH EEZMESEHARIASE
IR2BEEAL =EER PESBEESS
ROBRASRTREREESRBES  MAHE
BRBEAAXFRTHNELEE - XS
RPAFEZRETERNRERFHEAR D
BREUVEEREEEKFESEEBEAFR - B
Al BARMECKA—ERFLEHE  MERWH
EARZEERZHE BN SEETRS
FETRE  RBHREESERFEE > MK
REPELPREXFREF TR ERERR
B #EMEBERD  MAERINWLFTE
EURARBEXEMHE LHHE - EXEE
BR-ZZZNFTHFIEDRE - RHERE
EEBKFPREREMAIEEA  MEREE
RS R ERIE A RAR o

R HERMEELER

FR AEBNBFELERRPELLEK
Y UL %= B2 B 85 & £55,859,0008 T(ZZE &
NE 123,713,000 5T ) 0 15 B UL E61.72% ©
2 &8 F B8 £25,688,0008 T( Z T E N F .
3,044,000/ 7T ) o o I & E R FIHT R FIG
R FEFRRAFLTERABHEBRIFRER
BRARKRMGERMK -

HBHERETHE

FR REFHFRFSERASNIEBAS
3,521,000/8 7T (ZZZ /R4 : 2,463,000 7T)
RSB F3.8% © 2 EBFIEE2,942,000/8 7T
(ZFZRE 1,906,000/ 70 ) ° 2 PERSEEHK
BR FEAXREIDENFTHER  BEF
RRRFABE B B & LU % IR Rk o BF IR &%
BRAFELHMENER - AEB—BHISEE
FPETNRESRERE  USEREERE
MHREPHEKRKE  tMARREFIERS
WEFEF



Karl Thomson Holdings Limited Annual Report 2007

MANAGEMENT DISCUSSION AND ANALYSIS
BEEN R D

FINANCIAL MANAGEMENT AND ADVISORY B EEKRBHRE
SERVICES

Revenue generated from financial management and advisory R B 81 % & 12 & 55 38 BR 7 A Uk &= 528,103,000
services was HK$28,103,000 (2006: HK$23,737,000). As the B T(=ZFZF X :123,737,0008 7T) - B R
global stock markets performed exceptionally well last year, ZIRBEHEFRERFEELE  BHEZKAIEEL
advisory business increased substantially attributing to our il WEEBRZMPELAENHEERERT
dedicated sales force and marketing campaign. In this year, we SHETEMH - AMBEHSENRBERES
expect the global stock markets will become more volatile andthe S EEBSEARE  MEBKLENTHBBR
uncertainties from the US’s economy will have a negative impact B EHRERBEELEETE - RFBERE
on the investment environment. We will try to further diversify our —#ZT{tBENBERRPNEKESE R EK
business spectrum and business regions in order to maintain the = BBiF @ FSR&EFIER RIZH A

growth and control the risk.

INVESTMENT BANKING RERTT

The Group operates its investment banking division under the AEBEZEBHBARSERERBERAA
subsidiary Karl Thomson Financial Advisory Limited (‘KTFA?). ((EE@MERKERERTIHB - SERE
Operating revenue generated by the investment banking RERITERNWEE R H2,822,000/8 (=
business was HK$2,822,000 this year (2006: HK$1,010,000). ZZ 7<% :1,010,000/& T) o U518 &Y IR H
The substantial increase could be attributed to the active fund B ETMRIF LT ARNREANBERETEER
raising, acquisitions, takeovers and other corporate activities in By~ Wi - 2EWEBREMCETES > #mAH
both listed and unlisted companies during the year, which inreturn R & RIT R E IR M ZIERH o

provided various business opportunities to investment banking

sector in Hong Kong.

During the year, the division secured a number of mandates to RAFR » 2 NEZEMKZEHARE BF L
provide corporate finance advisory services to unlisted companies M A ARMEERMEZARE > B KEMA
whereby the team has been providing a full range of financial RE2EMKZARYE  SEFESFH A
advisory services, including accounting, internal control, tax 1%  RMERBIREEE S o b » RNEKIM
planning and fund raising. In addition, the subsidiary also TAZEEBLTARETHNZEEFERER
acted as financial adviser and independent financial adviser to S ¥E{E B 5 EE MR & B 3 B #E AR ©

several disclosable transactions executed by listing Hong Kong

companies.

With the strong growth of the Hong Kong’s economy, the positive HEZEEBKFIZRAE > MEPEBFEL %
prospect emerging from the People’s Republic of China (‘PRC”) HEHRERERFINBERAERNLBIS &
as well as the various investment constraint-relaxation policies 2EEBH T —EMBFENERRBERZRELD °
to be launched by the PRC government, the management is MBAREEBELAXFR#E  BESLSEKFENS
confident in the business environment in the next financial year. FERERBERT  ARFANLCEEZTFREEE
The subsidiary looks to take advantages of these opportunities B 7T & Rk &F& A M &= M BREE ©

by continuing to position itself as a premier boutique investment

banking and offer tailor-made and cost effective services to our

corporate clients.
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OIL AND GAS BUSINESS
Block 2 West Esh El Mallaha (“WEEM”)

The West Esh El Mallaha Block 2 is located onshore in the Eastern
Desert of Egypt near the south-western end of the Gulf of Suez,
and covers an area of 1,328 km2. The Gulf of Suez which is a
prolific oil and gas producing zone and has produced more than
7 billion barrels of oil since its first discovery. The WEEM block
lies immediately to the northwest of four producing oil fields,
Rabeh, Rabeh East, Tanan and Tawoos which are operated
by Lukoil, a gigantic oil and gas company in Russia. Aminex
Petroleum Egypt Ltd (the “APEL”) is the operator and has signed
a concession agreement with the Egyptian Ministry of Petroleum
on 17 September 2006. The Group has held 60% shareholdings
in APEL and has undertaken to finance all exploration cost of
WEEM beared by APEL before the first date of production. When
WEEM reaches the first date of production, the rest of APEL
shareholders will fund APEL in accordance with their respective
equity interests. The capital commitment and payment obligation
of APEL are disclosed in notes 19 (b) and 31.

Since the signing of concession agreement, APEL has reprocessed
and re-interpreted the vintage seismic data of 1994 and 1998.
APEL has also received the latest 3-D seismic data from Esphetco.
As a result of the works, our technical team has identified various
prospects and leads and has formulated a two-wells exploration
program to be completed in 2008. APEL has also signed up
a eighteen months rig contact on call out basis. It means the
company is required to pay for the rig rental only on the days the
rig is called out for services. When the rig is not in use, APEL
does not have to pay any rig rental to the rig company.

The first exploratory well Malak-1 was spud on 23 February 2008.
It reached a total depth of 12,065 ft on 6 April. The basement
depth is found to be 11,800 ft which is the deepest record in
West Esh El Mallaha. That confirms the hypothesis that deep
oil kitchens are present in the area, coinciding with the gravity
and magnetic lows recorded in the concession. The high level of
background gas found is a positive indication that we are very
close to an active hydrocarbon system although it is not significant
enough to declare commerciality. In addition, the actual depth of
the basement is very close to the prognosed depth. It means that
the reprocessed 1998 vintage seismic data is valid and confirms
that APEL has valid data to further its E&P activities.
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The Malak-1 well was plugged on 17 April 2008. The crew is Malak-1EHR_ZEENFENB++AEMH - A
now preparing to move the rig to the next drilling location NW- SR EFEEEEFEBA T —EERLENW-
Tanan-1. NW-Tanan-1 is only 2 km north-west of a producing  Tanan-1 NW-Tanan-1{&#— & HTanan-1 2 &
well named Tanan-1. It is a shallower well with an estimated SBHTEI2AE o LIFHEE, HHERREY
basement depth of 8,600 ft. The expected spudding day is by 8,600% MR - FEEFRERAHRA ST /\FN
the end of April 2008. B e

The area we are now exploring is less than 2% of the total RIEERzEEISREERFFLEHET,328
license area of 1,328 sq km only. The commitment to Egyptian  FF AR 22% o REE @R K BUFE L 2 &
government is to drill 3 wells during the initial three years which BREZ-ZZAFABIULEZE=FHE=0O
ends in September 2009. We are well ahead of this minimum  Jh# o KEBZEE R W REAHEEL -
commitment.

Block 3 West Komobo (“WKO”) West Komobo 3&#H ([WKOJ)

The West Komobo Block 3 is located in Western Desert of Egypt, West Komobo 3 i H 1 AR & & 4 E
to the west of the Nile River and north of the city of Aswan HEREEAFAE KM 24t & {h1h42,291
covering an area of 42,291 km2. By world standards thisisavery FAHLE o IZREIMRER  ZREABKE 2
large onshore exploration permit and in this context is considered ~ F EBAKF AT E > Bt 2IERFARE@EE -
“frontier” acreage. WKO is very near to an oil producing field Al WKOBAZEMEA LT ABERXAK A A
Baraka which is operated by Centurion, a Canadian listed oiland ~ Centurion® i~ & @Al Baraka ° Centurion
gas company. Centurion was acquired by Dana Gas Petroleum R Z=ZZ+F W A #Dana Gas Petroleumig
in April 2007. Groundstar Resources Inc. is the operator of [ o Groundstar Resources Inc. BWKOZ & &
WKO holding 60% interest in the block and the Group has the & @ FHEZREZ60%ER @ MAKEEFHER
remaining 40% interest. Groundstar is solely responsible for the T 40%## ° Groundstar /1 & & &7,000,000
initial US$7 millions capital expenditures and the signature bonus 7T 2 &R H % 100,000E T 2 8 HTEAL ©

of US$100,0000.

Upper Egypt is an under-explored area. Al Baraka represents a R RiiESEARZEMAEME - Al BarakaZi
discovery of 8 million barrels of oil and was found in September 7= 2 328,000,000 A MR R =—ZZtF N1 A
2007. It is quickly put into production in December 2007 by %3 - ZHABBABENERBARERA LR
delivering the crude oil via train and by making use of the AysuitZNT:HiE ER-ZZTLF+-ARE
processing facility located in Aysuit. The quick time to market RE o B 2438 LUSR(E 853 # i T 45 B8 RWKO
since discovery suggests that WKO could do the same if any oil A B & B R AJHH X AR FHREE — i
or gas in found later. o

Just like many other blocks located in Upper Egypt, WKO is —Mfuid bR RihEZ ZEEMRE » WKOM
under-explored and the vintage seismic data on hands is good KREZMH%E MFLzEHEHEHHEER
for regional understanding but not for drilling purpose. Additional EREEBEEMAEREN  ALFEEES
seismic data is required. Tender document to solicit rig service HEEIE - BFRHEHBRE 2 EEE K =Z
was issued in March 2008 and data acquisition work is expected ZNF=A% Y MBBEEIERBEHERZ
to start in May or June 2008. ZZEN\FHEARSARME -
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US tenanments

The wholly owned subsidiary Volant Petroleum Ltd (“Volant”)
has previously signed two participating agreements with a view
to explore two acreages, one in Tennesse and one in Wyoming.
The plan is to further acquire additional unexplored acreage
nearby and to conduct the necessary seismic data acquisition.
Upon evaluating the future cost and benefits to the Group, the
Company has decided to terminate the participating agreements.
The directors believe that it will be more beneficial to the group
to consolidate its resources for exploring the two Egyptian oil
and gas assets.

Outlook on oil and gas business

The oil price has increased from US$55 per barrel (when we first
entering into discussion with Volant management team for the
takeover) to the present level of over US$100 per barrel. It proves
that the vision of directors to get into the oil and gas business
two years ago is correct. By acquiring Volant, the Group gains
immediate access to an operating platform which will bring huge
economic potential to the Group if any oil and gas is found in
WEEM and/or WKO.

The head of our technical team is Mr. Ramzy El Adl. He is
an Egyptian and is a well known geologist with over 40 years
experience in oil and gas industry. Because of his effort, we have
spent less than US$1.7 million in Malak-1. He leads 12 staff and
3 consultants in Cairo.

With the existing network, the Group will continue to look for
acquiring further oil and gas tenements in Egypt and in other
regions.

BEEENWE DN
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ASSOCIATE - ELECTROPLATING EQUIPMENT BéZNF - EHEREEK
BUSINESS

The technology arm of the Group was developed through our AEBEZEBBE AR EMNERBERERBTER -
associate, ATNT. Its major subsidiary, PAL, who is in electroplating ZA RN EZHE QA AIPALKE Z EEREHE
equipment business, after a hectic and booming year of 2006 has & K&BERRXEREEN _ZTERFE R
inevitably experienced a slow down in orders in 2007. The turnover Z—ZEZE+FHEAIB R EETEEENER °
was HK$521.6 millions which is 17.5% less than the year 2006. & % %8 /521,600,000 7t * B—ZZ X FH
Although the equipment sales to printed circuit board sector were ~ 4*17.5% o & #A 5K B EN Rl 42 8% AR 1T £ 1Y 32 18 8
reduced, the equipment sales to surface finishing sector were &Y > EXRMEEEHNREHEEANZ
increased. This proves that PAL's strategy to expand into different 1l © &R B HAPALK A EZ L EHEHFE HB U
industrial sectors using its core electroplating expertise in orderto IR Z T RI1TH » LUERK ED Rl 4R B AR TR
smooth the cyclical effect of printed circuit board sector is right. BEMFEMNREEE - R=ZZtF > PAL
In 2007, PAL faced quite a sharp material cost increase in certain  H¥HE TEH(REASBSH)WMRKEZ
parts, especially in metal parts. PAL has noted that the material R EFHHE D o HEAPALEEZEIMBIRAAE =
cost has been stabilized since last quarter 2007, nevertheless, ZZEtFERE—ZURCBEEE  BZLH
it is deploying various measures to maintain a reasonable gross {IABTZEHNBRUESZTESENEFRZE
margin. The big challenge this year will be on cost control over S ENRAREBEEMR  BE@MRARFEHLE
material, flight costs as well as labor costs in China. T 5B =2 i A9 R AR & o

ATNT has also announced that on 28 January 2008 it has entered ZMERETIR_-_ZEENF—A=Z+N\BEMH

into an agreement to dispose its interest in its associate Intech ZATEILHREEERBEE AR R SR

Machines Co Ltd. The transaction was completed on 7 April 2008 RO BRATNER - ZXRZR_ZFZN\FH

and ATNT has received net proceed of NT$588.2 millions. BtBZERA: MENEEAD WBMREREYE
588,200,000t °

MATERIAL ACQUISITIONS AND DISPOSALS OF EANARWEREE
COMPANIES

On 8 November 2006, the Company has issued a general offer RZ-ZZZEXRF+—ANB > AQAFRH-EZR
to take over all the ordinary shares in an Australian listed oiland MEWEZEZ WERN LT HABRARARA
gas company, Volant. At the closing of the general offer, the TlVolantz 2 PEER - RETEWBEZE
Company has received 99.2% acceptance. The consideration B ZNA T2 W EI99.2%3ZH - FiEHRE S
given is the issue of 104,332,128 ordinary shares of the Company ~ #17104,332,128f 8 XA R EERK > HER K
which represents 17.6% of the enlarged shares of the Company. R AIRKEARND 217.6% - R=—ZFZ=LtF+A
On 19 October 2007, the Company has compulsorily acquired 1 JuL B » 7&K 2 7] 58 ) UK B Volanttf T0.8% %
the rest of the 0.8% shares in Volant. The consideration given 13  FisRHI UL & AR 4 FT4E H X fE & %% 17539,139
for the compulsorily acquired shares is the issue of 539,139 BRAAFTEBER  HERKQARAKLEBEARND 2
ordinary shares of the Company which represents 0.09% of the  0.9% ° VolantA —ZZ+F+ A+ A BARASR
enlarged shares of the Company. Volant becomes a 100% owned ARIZZEHB AR °

subsidiary of the company on 19 October 2007.
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Upon completion of the acquisition, the Group has effectively
owned 40% effective interestin WEEM and 40% effective interest
in WKO. The principal operating office of the oil and gas arm of
the Group is located in Cairo, Egypt.

Apart from this, there was no material acquisition and disposal
of companies during the year.

LIQUIDITY,
FUNDING

FINANCIAL RESOURCES AND

As at 31 December 2007, the Group had shareholders’ funds of
approximately HK$576,730,000. The net current assets of the
Group were HK$89,944,000 (31 December 2006: HK$ 56,382,000),
which consisted of current assets of HK$299,649,000 (31 December
2006: HK$142,253,000) and current liabilities of HK$209,705,000
(31 December 2006: HK$85,871,000), representing a current ratio
of approximately 1.43 (31 December 2006: 1.66).

The Group generally finances its operation with internally generated
cash flows. The Group has no long-term bank borrowings apart
from occasional utilisation of overdraft facilities and short-term
bank borrowings. During the year, the Group obtained short-
term bank borrowings which is mainly facilitating the margin to
client for the application of IPO. As at 31 December 2007, the
Group has cash and cash equivalent (excluding the pledged fixed
deposits of general accounts) of HK$42,264,000 (31 December
2006: HK$16,116,000).

As at 31 December 2007, the Group’s gearing ratio, expressed
as a percentage of total borrowings (including bank loans and
overdrafts) over shareholders’ funds, was at a level of 0 (31
December 2006: 0) since no bank borrowings as at 31 December
2007.

CONTINGENT LIABILITIES

The Company has given guarantee to bank in respect of the
securities margin financing facilities granted to subsidiary. No
bank borrowings of such facilities utilised by the subsidiary as
at 31 December 2007 (31 December 2006: Nil).
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CHARGE ON ASSETS BEERA

The Group held banking facilities from various banks as at 31 R-ZEZEtF+_A=+—H AKBEFEZ
December 2007. The Group’s banking facilities were secured by ~ BEIRITIRHEMWIRITRIE - XEERRITRE
guarantees given by the Group’s bank deposits, margin clients’ ZAEBNRITER  REFESEFNLTRESR
listed securities and the Company. BATMERER -

As at 31 December 2007, bank deposits amounting to R-ZEZELtF+-A=+—H R/ITERE
HK$63,141,000 (31 December 2006: HK$8,165,000). Bank 63,141,000 T(ZEEAXE+-A=+—8 :
deposits of approximately HK$8,541,000 (31 December 2006: 8,165,000 jt ) ° R 1T 77 X £8,541,000/% JT
HK$8,165,000) was pledged to secure banking facilities grantedto (ZZZXxF+=H =+ —H : 8,165,000/
a subsidiary and no margin clients’ listed securities were pledged T)EEAR FHBATAMNRTHENIKE
and approximately HK$54,600,000 (31 December 2006: nil) was W EREFESEFN LETHEFIEBER MY
pledged as requested by the Government of Egypt in relation to 54,600,000 Tt (—EEAF+=-A=+—H:
the oil and gas exploration and production business of Block 2. #)EERRBFZER  fER2EMEHZ A H
RAARGHEREEEL ZIKIFRE ©

CAPITAL STRUCTURE BEARZEE

As at 31 December 2007, the total number of issued ordinary R-ZEZELtF+-_A=+—H EKATSEHT
shares of the Company was 593,561,612 of HK$0.10 each (31 & & IR 14 % %593,561,6128% & R E {50.10
December 2006: 477,000,000 shares of HK$0.10 each). The EXHRBRH(=ZZEEXRF+=-_A=+—8:
increase in the number of issued shares was the result of the  477,000,0004% & IR I {E0.10/8 THI R 17) ° B
exercise of share options, issue of new shares in acquisition of BT BB LM EERITFEBIRE - I
Volant and conversion of redeemable convertible preference  Volantif 2% 1T 37 A% {0 & & & 7] B B 7] 2 IR 2 5T
shares during the year. BRFTEL

HUMAN RESOURCES ABEIR

As at 31 December 2007, the Group employed a total of 138 RZ-ZZEE+tHF+-A=+—H ~E£E{EM138
staff (2006: 136) of which, 82 were commissioned based (2006: HEIL(ZZERF :136FK) HF8 2R (ZE
81) and the total related staff cost amounted to HK$18,400,000 Zx%F :81R)AMEH H HEE T XAEES
(2006: HK$11,684,000). The Group’s long term success rests  18,400,000/& jt( = & & /X & : 11,684,000/8
primarily on the total integration of the company core value with ~ 7T) ° REBN R EZBURAE A 510
the basic staff interest. In order to attract and retain high caliber EEEESIEARFZZHEES - AT RIKE
staff, the Group provides competitive salary package and other BEBETI  AEBEREEABEBREONETHA
benefits including mandatory provident fund, medical schemes &REMEF > BFEEFELIES - BETE
and bonus. The future staff costs of the sales will be more directly ~RTEAL e RRE T RAG EEHZHEE EBERF
linked to the performance of business turnover and profit. The EE#) - AEBAFEEINBEREX  UXE
Group maintained organic overhead expenses to support the EXREKREEZBENEERERE BAEEITE
basic operation and dynamic expansion of its business enabling EREXERIFESMEBETEHEE -

the Group to respond flexibly with the changes of business

environment.

FINAL DIVIDEND KRS

The Board does not recommend payment of any final dividlend EZEGFfEEXNEBZ-_ZZELF+-A=+
for the year ended 31 December 2007 (2006: Nil). —ALEFENEARBRE(ZZEERF &) -
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DIRECTORS
Executive Directors

Mr. Lam Kwok Hing, aged 44, is the Chairman of the Group.
He is responsible for the implementation of the overall strategic
planning and direction and steering of the overall development of
the Group. Mr. Lam is the founder of the Group. He has extensive
experience in the securities, futures, options, fund management
and financial advisory industry. He has been a member of the Hong
Kong Securities Institute. He is also the Chairman and Managing
Director of ATNT. He is the brother of Mr. Nam Kwok Lun.

Mr. Nam Kwok Lun, aged 49, is the Deputy Chairman and
Managing Director of the Group. He is responsible for overall
strategic planning and operations and in charge of the execution
and further development of the Group’s expansion plan. He is
a co-founder of the Group and is in charge of the stockbroking,
futures and options broking, securities margin financing business,
fund management and financial advisory business. Mr. Nam
has extensive experience in the securities, futures and options,
securities margin financing, fund management and financial
advisory industry. He has been a member of the Hong Kong
Securities Institute. Mr. Nam is also as the Deputy Chairman
and Executive Director of ATNT. He is the brother of Mr. Lam
Kwok Hing.

Independent Non-Executive Directors

Mr. Chen Wei-Ming Eric, aged 44, is a director of several general
trading companies in Hong Kong. Mr. Chen holds a Bachelor
of Science degree in Business Administration from the Boston
University in Massachusetts, USA and is engaged in the chemical
trading business. Mr. Chen was appointed as Independent Non-
Executive Director since September 2000.

Mr. Kwan Wang Wai Alan, aged 45, holds a Bachelor degree
in Engineering Science and a Master of Arts degree from the
University of Oxford and has over 17 to 20 years of experience in
the consumer electronics field. Mr. Kwan is also an Independent
Non-Executive Director of ATNT. He was appointed as an
Independent Non-Executive Director since September 2004.
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Independent Non-Executive Directors (Continued) BYFPITES(E)

Mr. Ng Chi Kin David, aged 47, is a professional accountant with AR L% » 475% » AEE ST » HEHEE20
over 20 years of professional experience and is a fellow member FEXZH - AEBESHMASERBESH
of the Hong Kong Institute of Certified Public Accountants, member ~ £7 ~ BN E I ASTME A - FE QTR
of CPA Australia, Hong Kong Institute of Company Secretariesand EA8REEHFAHERITRAELAEES -
Institute of Chartered Secretaries and Administrators inthe United {HEETAEMER 2B IIATEE - HE
Kingdom. Mr. Ng is also an Independent Non-Executive Directorof 4B -ZZZFNABALRNZEABILIFH
ATNT. He was appointed as Independent Non-Executive Director 17255 o

of the Company since September 2000.

QUALIFIED ACCOUNTANT AND SERETEIR
COMPANY SECRETARY RNEAMWE

Ms. Lui Choi Yiu Angela, aged 34, is the Financial Controller TX /N > 345% » NEBMKHEER N AW
and Company Secretary of the Group. She is responsible for & ' EEXEEEENERILERE - F/E
overall financial planning and management of the Group. Ms. Lui 58 X Bl fN/MAzusa Pacific University&st2
graduated with a Bachelor of Science degree in Accounting from Z+ZBG{REBEBIRBQAFTHERREX
Azusa Pacific University in California, USA and a Postgraduate &' BAlAXBEE T ETM AR EESTE
Diploma in Corporate Administration from Hong Kong Polytechnic ABEE - MBAKE A - FNER-—B=E
University. She is currently a member of the American Institute ZEBIBFSFHMTAERZITERR —ERthHE
of Certified Public Accountants and a member of the Hong Kong HAFEEE - SRR EEITFE4E - F/)
Institute of Certified Public Accountants. Prior to joining the MHER-ZTZEZFXAMALEE -

Group, Ms. Lui had over 4 years of experience in audits in one

of the leading international certified public accounting firms and

accounting, finance and management in a local securities firm.

She joined the Group in June 2000.

REERE

it

SENIOR MANAGEMENT

Mr. Chan Lap Kwan, aged 34, is the Manager of the Kwun BRI B KL% 345 BEIQALE 88
Tong branch and is responsible for the daily operations and BESATAZAEEERATRADEEREF °
implementation of the internal control procedures of the Kwun Tong  BREEFERBRMNASHEL(RITER LK)
branch. He holds a Bachelor of Business (Banking and Finance) E+E{y o535 HERHRERELELR
degree from University of South Australia. He has extensive 58 c BREAER—ANAEFLAMAKREE -
experience in the securities, futures and options industry. He

joined the Group in July 1997.
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SENIOR MANAGEMENT (Continued)

Mr. Chu Wai Man, aged 52, is the Manager of the Shatin branch
and is responsible for the daily operations and implementation
of the internal control procedures of the Shatin branch. He has
wide experience in the securities, futures and options industry.
He joined the Group in 1990.

Mr. Sung Wing Yiu, aged 51, is the Director of Karl-Thomson
Securities Company Limited. He is responsible for the management
and development of internet trading services, securities, futures
and other derivatives business of the Group. He holds a Bachelor
of Social Science degree in Government & Public Administration
from the Chinese University of Hong Kong and a Master of
Business Administration degree from the University of Hong Kong.
He is also an associate member of the Institute of Chartered
Secretaries and Administrators in the United Kingdom. Mr. Sung
has extensive experience in the securities and futures industry
and held senior positions in regional financial institutions in Hong
Kong. He joined the Group in February 2001.

INVESTMENT BANKING GROUP

Mr. Chow Ka Wo Alex, aged 41, is the Director of Karl Thomson
Financial Advisory Limited. He is responsible for the operation
of the Group’s investment banking business since joining the
Group in March 2002. Prior to joining the Group, Mr. Chow had
worked at various international investment banks. He holds a
Bachelor of Arts degree in Applied Mathematics and Economics
from the University of California at Berkeley and a Master of Arts
degree in Economics from the Cornell University in the USA. Mr.
Chow is also an Executive Director of Sino Katalytics Investment
Corporation (stock code: 2324).
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Mr. Shum Hing Hung Patrick, aged 34, is the Chief Executive JtEB# %4 34 SEREBEBER A A
Officer of Karl Thomson Investment Consultants Limited. He is {TH#AE  2EEXERNBENEFARHKRABLER
responsible for the supervision of fund management and financial % BABEHES ERKERBKES R
advisory services. He graduated with a Bachelor of Economics #IM ABEFHEIBTERIFEA c LEER—
degree from Monash University in Melbourne, Australia. He has AANFEREEEE  ERZZZFMALRE
extensive experience in the financial field. Mr. Shum has joined c EBEI0ZFR  MALEFTREKE -
the industry since 1996 and joined the Group since 2002. Over E& - REZE SRR > UHERER i
the past 10 years, he wrote plenty of commentaries and research ‘X EEREEN o I MEETEEES
reports on global economy, funds and stocks. His researchreports & A EEHE > SEEKER > EMNER
were posted on different newspaper and magazines. Mr. Shumis NowE#E - EBE& - RAHBHR - KE—B
also always invited by different media for interviews such as TVB, %

ATV, Now, RTHK, Oriental Press, Economic Digest, etc.

TECHNOLOGIES DEVELOPMENT GROUP B BRI

Mr. Hau Kwok Yuen, aged 36, is the Chief Technical Officerofthe {REIIR 4% © 365% * AEBZHiTHE 88
Group. He is responsible for the overall planning and management ZERERERETEAEECZIBRAXZFARHA
of the internet trading platform and network infrastructure of the #&ER - RAELFEETBIEABEATH (R
Group. He graduated with a Bachelor of Science degree in Applied Z)E+2{y o EEEEHHFE BEMARSS
Computing (Honor) from Hong Kong Baptist University. Mr. Hau EIE - EREEE - #HEERAKEETE
has solid experience in software development, web application B RIF&ER c MAREEA  EEEHEF12
management, datebase management, back office operation and FIU L WHEEKLR R G2 HE S IFHEE S HEEN
network administration. Prior to joining the Group, Mr. Hau had ~ R #BA% o flun - BIEFSRERY R LB HE
over 12 years of experience in different systems of the equity B @ KLBRZAABELIER - BREER_-ZZ
market such as Real-time Quote Service, Internet Trading, the ~N\F—AMALRER o

Pilot batch of BSS to the AMS/3 of the HKEX, etc. He joined the

Group in Jan 2008.
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REPORT OF THE DIRECTORS

The Directors would like to present to shareholders their annual
report and the audited consolidated financial statements for the
year ended 31 December 2007.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the Group are the provision of financial services and
oil and gas exploration and production. The financial services
include stockbroking, futures and options broking, mutual funds
and insurance-linked investment plans and products broking,
securities margin financing and corporate finance advisory
services. The oil and gas exploration and production are developed
through the wholly owned subsidiary, KT Energy. Particulars of
the principal subsidiaries of the Company are set out in note 35
to the consolidated financial statements.

RESULTS

The results of the Group for the year ended 31 December 2007
are set out in the consolidated income statement on page 44 of
the Annual Report.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the past financial year ended 31 March 2004, the
financial period from 1 April 2004 to 31 December 2004 and the
past three financial years ended 31 December 2005, 2006 and
2007 is set out on page 119 of the Annual Report.

FIXED ASSETS

Movements in the fixed assets of the Group during the year are
set out in note 15 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements during the year in share capital of the
Company are set out in note 28 to the consolidated financial
statements.
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EEERE
DISTRIBUTABLE RESERVES At o K

At 31 December 2007 and 2006, the Company had no reserves R-ZEZE+FR-ZZEZEXRF+ZA=+—H"
available for distribution to the shareholders. ARABWEAMD KT ZRRZHE ©

DIRECTORS 5=

The Directors of the Company during the year and up to the date RAFEARBEAFHRIIZAE > X2 F

of this annual report were as follows: FEWNT :
Executive Directors: HITES :
Mr. Lam Kwok Hing (Chairman) EEE XL (EE)

Mr. Nam Kwok Lun (Deputy Chairman and Managing Director) — B:Blfm %4k (BIEEHREFLHELE)

Independent Non-Executive Directors: BYFHITES :
Mr. Chen Wei-Ming Eric BRIZE K&
Mr. Kwan Wang Wai Alan BRERE
Mr. Ng Chi Kin David AEEREE

In accordance with Bye-laws 99 and 102 of the Company’s Bye- 1RIEARQA T 2 A TMBIAMAI99%K 102 » BIREL
laws, Mr. Kwan Wang Wai Alan retires from office and, being £ ZEREEBHZBRRBF KRS LRE - HFF
eligible, offers himself for re-election at the forthcoming annual &&RAKE LERE(T -

general meeting.

The term of office for each Non-Executive Directoris the period up  RIBAQATME » FFBITEEZTHAEZE
to his retirement by rotation in accordance with the Company’s BWEEEAL -

Bye-laws.
DIRECTORS AND SENIOR MANAGEMENT BEENSREERRE
BIOGRAPHIES e

Biographical information of the Directors of the Company andthe AR REZEZERAEBEREERE ZEEFEIIN
senior management of the Group are set out on pages 17 to 20 ARFHE17E20H °
of the Annual Report.

DIRECTORS’ SERVICE CONTRACTS EEZRBEN

Each of the Executive Directors has entered into a service HBHITESBHEAQTATIL—HIABR—FR
contract with the Company for a three-year term commencing R IEMBEFELBEZRESH  0HH=
from 1 September 2000 which is not determinable within one year ZZZFNA—BE5H BH=F - ZERK
without payment of compensation. These service contracts shall &SHREBEELEN  EERKRIFEETM—F
continue thereafter unless and until terminated by either party EEFDPR=EA ZEmMBHF UKL -

with not less than three months’ prior written notice.
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DIRECTORS’ SERVICE CONTRACTS (Continued)

Each of the Independent Non-Executive Directors has revised
the appointment term so that the period of appointment shall be
for a term of three years commencing from 28 September 2005
and subject to retirement by rotation at least once every three
years and subject to re-election and Bye-Laws of the Company
whereby at each annual general meeting one-third of the Directors
for the time being shall retire from office by rotation.

None of the Directors proposed for re-election at the forthcoming
annual general meeting has entered into any service agreements
with any member of the Group which is not determinable within
one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ INTERESTS IN SHARES

At 31 December 2007, the interests of the Directors and their
associates in the shares of the Company and its associated
corporations (with the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQO”)), as recorded in the register
maintained by the Company pursuant to Section 352 of the
SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model Code”) in the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”), were as follows:

1. Long positions in the ordinary shares of HK$0.10 each
of the Company

EEEHRE

BEE2RBENE)
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1. RELFSREEIGETEERZRA

Percentage of

the share

capital of

Number of the Company

Name of Directors Capacity ordinary shares held RN

EEpnE 56 FEEEREE REBESL

Mr. Lam Kwok Hing (Note) Interest of controlled corporation 311,718,000 52.52%
ERE L (MaT) ZEEEE

Mr. Nam Kwok Lun (Note) Interest of controlled corporation 311,718,000 52.52%

ERfm L (M) RESEE 2 R
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DIRECTORS’ SERVICE CONTRACTS (Continued) BECRBEHE)

1. Long positions in the ordinary shares of HK$0.10 each 1. REXATEREEHI10BETEERZRR

of the Company (Continued) (&)

Note: The shares are registered in the name of and beneficially ByaF . LR 49 BJ&A Investment Limited
owned by J&A Investment Limited (“J&A”), a company (TJ&AD) » —EIREBE Z BB
incorporated in the British Virgin Islands. The entire issued Ve imBmER  WHHERER -
share capital of J&A is beneficially owned as to 80% by Mr. JEAZ 2 H B BITIRABIRERELE
Lam Kwok Hing and 20% by Mr. Nam Kwok Lun. REBmEEDHIBEREFS0%K20%

2 o

2. Long positions in the ordinary shares of HK$0.01 each 2. REMBEBEREE.IEBTEERZR

of ATNT B
Percentage
Number of issued of the issued
ordinary shares held share capital
e RTERRER of ATNT
Personal Corporate Ak SR N B 4R
Name of Director interests interests Total 2RITRA
A AR AT e Aok
(Note)
(Brat)
Mr. Lam Kwok Hing 3,474,667 48,520,666 51,995,333 12.19%
EEELE
Note: The shares are registered in the name of and beneficially BfEF © £ it B 13 BAMedusa Group Limited
owned by Medusa Group Limited (“Medusa”). The entire (TMedusa N EHEHR » WUAHEEZ
issued share capital of Medusa is wholly owned by Mr. Lam i > MMedusaz 2 EBE2 BHITRAHEE
Kwok Hing. Also, Karfun Investment Limited, a wholly-owned BEIELEZERESR - BRI EEE
subsidiary of the Company, in which Mr. Lam Kowk Hing FETBBIRARB A AR Z2EME
owns interests through J&A, had interested in 201,995,834 ARERREFR DR (RN ) 2
ATNT shares. 7 o f£M Bl % H5201,995,834 % 5 i B

BB -
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DIRECTORS’ INTERESTS IN SHARES (Continued)

3. Ordinary shares in subsidiaries which are wholly-
owned

One of the Directors has non-beneficial personal equity
interests in certain subsidiaries held for the benefit of the
Company.

Save as disclosed above, at 31 December 2007, none
of the Directors of the Company, chief executive or their
associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code.

SHARE OPTIONS

Particulars of the Company’s share option scheme in the Company
are set out in note 32 to the consolidated financial statements.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Other than the share option scheme disclosed above, at no time
during the year was the Company, its ultimate holding company
or any subsidiaries of its ultimate holding company a party to any
arrangements to enable the Directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

CONNECTED TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS OF SIGNIFICANCE

(1) During the year, the Group received commission income
and other securities dealing income from securities, futures
and options dealing of approximately HK$212,000 from the
associates of the Directors, Messrs. Lam Kwok Hing and
Nam Kwok Lun.
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()

(5)

During the year, the Group received interest income from
securities margin financing of approximately HK$21,000
from the associates of the Directors, Messrs. Lam Kwok
Hing and Nam Kwok Lun.

During the year, the Group paid administrative expense
of approximately HK$996,000 to AC Consulting Limited in
which Mr. Chow Ka Wo has a beneficial interest and is the
Director of KTFA, a subsidiary of the Company.

During the year, the Group received commission income and
other securities dealing income of approximately HK$143,000
from an associate company, ATNT in which Messrs. Lam
Kwok Hing and Nam Kwok Lun, have beneficial interests
and Messrs. Lam Kwok Hing, Nam Kwok Lun, Ng Chi Kin
David and Kwan Wang Wai Alan are Directors.

During the year, the Directors advanced to the Group on
an arm’s length basis and normal commercial term. At 31
December 2007, the Directors, Messrs Lam Kwok Hing and
Nam Kwok Lun, advanced approximately HK$16,465,000
and HK$5,071,000 respectively to the Group.

Other than as disclosed above, there was no other transaction
which need to be disclosed as a connected transaction in
accordance with the requirements of the Listing Rules and no
contract of significance to which the Company, its ultimate holding
company or any subsidiaries of its ultimate holding company was
a party and in which a Director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2007, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that the following shareholder had notified the Company of
relevant interests in the issued share capital of the Company:

Long positions in the ordianry shares of HK$0.10 each of
the Company

EEEHRE

FERR

RIBADBZFHRIPEFRAIZE3B6MEMFEZ
FTERREBLCMATE  R-EFTLF+=A
=t—H: TIHIRREEBARXAEBEER
REEBRITRG 2 HEER -

RAAREREEIGELEERZRR

Number of  Percentage of the share
Name of shareholder Capacity ordianry shares held capital of the Company
REEE 54 FRERITEERYE EEARREBEDL
J&A Beneficial owner 311,718,000 52.52%
(NotefifE) BREAA

Note: The entire issued share capital of J&A is beneficially owned as to
80% by Mr. Lam Kwok Hing and 20% by Mr. Nam Kwok Lun.

Save as disclosed above, no person (other than the Directors
of the Company whose interests are set out under the heading
“Directors’ Interests in Shares” above) had an interest or a short
position in the shares and underlying shares of the Company that
was required to be recorded under Section 336 of the SFO.

APPOINTMENT OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Company has received, from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers all of the Independent Non-Executive Directors are
independent.
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EMOLUMENT POLICY € BUR

The emolument policy of the employees of the Group is setup AEBEEZHMEBEIHFNEESRIERE
by the Remuneration Committee on the basis of their merit, EZ&Ek - EBREENMEE ©
qualifications and competence.

The emoluments of the Directors of the Company are decided by ARATDEEZEZMESIHFHNZEESLEEZELRLD
the Remuneration Committee, having regard to the Company’s FZR&E#*E  SEScRERUHEEZS
operating results, individual performance and comparable market  ZEIEMETE ©

statistics.

The Company has adopted a share option scheme as anincentive =~ ARA T EHMARETE > BURBEERE
to Directors and eligible employees, details of the scheme are set E&{ES & Zit B2 HBEHN GRS M REM
out in note 32 to the consolidated financial statements. FEE32IHA ©

PRE-EMPTIVE RIGHTS BREERE

There are no provisions for pre-emptive rights under the IRIBEAQTRZAGMAHEREEM @ BIER
Company’s Bye-Laws or the laws of Bermuda which would ZIEAIEBAAQTAERLGFAEEERRIZESE
oblige the Company to offer new shares on a pro rata basis to &R ZELEERERE -

existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT BHAZABRKERE

The Company has maintained a sufficient public float throughout ZAATRBZE-ZZ+HF+-A=+—HIF
the year ended 31 December 2007. ER HHEFEAZARIERE -

RETIREMENT BENEFITS SCHEME BIRERETE

Details of the Group’s retirement benefits scheme are set out in ~ AEBZRKRBEFFTEFE  SRGEETER
note 33 to the consolidated financial statements. RMIFEHEIER o

MAJOR CUSTOMERS AND SUPPLIERS FEEFRMHER

During the year ended 31 December 2007, less than 30% of BZE_ZZEtF+_A=+—-HLFER K
the Group’s sales were attributable to the Group’s five largest SEZHEAZEFHEAREEHEZETE30% °
customers.

The Group had no major suppliers due to the nature of principal ERAEBZFEEXEME  AEETETE
activities of the Group. fpER o
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the year ended 31 December 2007, neither the Company
nor any of its subsidiaries purchased, redeemed or sold any of
the Company’s listed securities.

AUDITOR

A resolution will be submitted to the forthcoming annual general
meeting of the Company to re-appoint Messrs. Deloitte Touche
Tohmatsu as auditor of the Company.

By Order of the Board
LAM KWOK HING
Chairman

Hong Kong, 25 April 2008
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The Company are firmly committed to maintain good corporate AR TFEF N THFRF 2 CESREZE
governance standard and procedures and adhere to the principles RREF > WRZEBHTEEREE 2 TEM -
of corporate governance emphasising integrity, transparency, ZEHE BYMREMNERENBERE - K
independence and accountability to shareholders. This report REFMADNFRLEBHSEZ L HRANEESE
describes the Company’s corporate governance practices and JAERFRIZREAIRIESI AR BFEME
structure that were in place during the financial year, with specific {TZGEERERLEE  HETERESH
reference to the principles and guidelines of the Code on Corporate  {F 2 REkZTHl c KA RS EHEBRREHE
Governance Practices (the “Code on CGP”) of the Listing Rules, 1THIER - LIBBELEERNRINERE °
except for certain deviations in respect of the rotation of Directors.

The current practices will be reviewed and updated regularly to

follow the latest practices in corporate governance.

DIRECTORS’ SECURITIES TRANSACTIONS EERHRHED

The Company has adopted the Model Code as its code of ZAATEHMEZESTA  FAEFETEER
conduct regarding Directors’ securities transaction. All Directors 5 ZB<FZER| c RAQABAEFHELERE 2
of the Company have confirmed, following specific enquiry by the B EEHIER  FERFERNCEREETA
Company that they have complied with the required standard set R E¥ERERFAIFMREZ2ER

out in the Model Code and the Code on CGP during the year.

BOARD OF DIRECTORS Exg

The Company is headed by an effective board which assume ZAABU—EITZERNEESAE £E58
responsibility for leadership and control of the Company and BEBEREZAQATNER LEREER
collectively responsible for promoting the success of the Company B EBARATEHLUEFERLITKT) - ES
by directing and supervising the Company’s affairs. Directors take ~ BEITE » FIfERKEFERATRF o
decisions objectively in the interests of the Company.

The Board is responsible for formulating the strategic business ZEZSBEHIEHRRERE FHRERLR
development, reviewing and monitoring the business performance SBEMWEBXBURFEEEMZTEHRE -
of the Group, as well as preparing and approving financial EZZAAZ X ARAQAANEEREESEEH
statements. The Directors, collectively and individually, are aware B R{EFIARRAEST EEENBERTR
of their responsibilities to shareholders, for the manner in which REZFER  ESKRIERBELEEESR
the affairs of the Company are managed and operated. In the UBREXEZESSEFR—VEANRAIRER
appropriate circumstances and as and when necessary, the &> BEERHAEEXT -

Directors will consent to the seeking of independent professional

advice at the Group’s expense, ensuring that board procedures,

and all applicable rules and regulations, are followed.

The Board gives clear directions as to the powers delegatedtothe EEZEHZIRKTFTEEEEHITAEEEEK
management for the management and administration functions of ~ {TBUBBERIRE S » &5 FIEWIMNIES > BRI
the Group, in particular, with respect to the circumstances where REEEBEMERRITAELER  RARE
management should report back and obtain prior approval fromthe  Z<& EI{E H R E SR E B AR F A BS LG
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Board before making decisions or entering into any commitments ZSEHESEEIE  EZSHTHERZ
on behalf of the Group. The Board will review those arrangements  Z%Z#f - UBERABEZEFEAEENEE
on a periodic basis to ensure that they remain appropriate to the

needs of the Group.

The Board of Directors of the Company comprises: RATREEEHEBRTE
Executive Directors: BITES:

LAM Kwok Hing (Chairman) EEE L (EE)

NAM Kwok Lun (Deputy Chairman and Managing Director) ERfmE (B EEREFHELE)
Independent Non-Executive Directors: BYFHTES:

CHEN Wei-Ming Eric BRIZEA L&

KWAN Wang Wai Alan BRERE

NG Chi Kin David HER ST

The three Independent Non-Executive Directors are personsof high =fUB I EHITESHBEST R EEHEIE
calibre, with academic and professional qualifications in the fields EEZHBENHBETEMREEER o LM
of accounting and business management. With their experience HEEMARETIEEBMUMEBNLE  HE
gained from senior positions held in other companies, they provide SZE25MhEITERE FIRHEBANIE - &
strong support towards the effective discharge of the duties and BIYFHTEE2RIE L TR AIE3AMERNIR
responsibilities of the board. Each Independent Non-Executive & BiEBIYMESFEAAATAELER K2
Director gives an annual confirmation of his independence to FRAZEZESEEBE LA L - RAQTMER
the Company, and the Company considers these Directors tobe 1 =BV FHTESREFEHBEETE [
independent under Rule 3.13 of the Listing Rules. To the best HIEE(AIAIIE - B RBBRE - HEI B
knowledge of the Company, there is no financial, business and  EA{E & 7 ¥ -

family relationship among the three Independent Non-Executive

Directors and between the Chairman and the Deputy Chairman.

All of them are free to exercise their independent judgement.
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Board meetings are held at least 4 times a year at approximately EZEZEEE®ZSFAMEL TR ANEZT—
quarterly intervals. In addition, special Board meetings will be X - b4 EEEERSEHNESSEIE
held when necessary. Such Board meetings involve the active HE° W EEEEERYEABIESZHR IS
participation, either in person or through other electronic means & HEBEME FBA A EZBBBE - UT
of communication, of a majority of Directors. The following was AEZEREZE_ZEZLF+-_A=+—HL
the attendance record of the Board meetings for the year ended FERITHEESSELFLE

31 December 2007:

Number of meetings SRR 10
Executive Directors BITES .
LAM Kwok Hing (Chairman) ERELE(EE) 10/10 100%
NAM Kwok Lun ERfMmLLE

(Deputy Chairman and Managing Director) (B EEREFLLE) 10/10 100%
Independent Non-Executive Directors BIFHTES
CHEN Wei-Ming Eric PRIZEASE4E 10/10 100%
KWAN Wang Wai Alan BRERE 10/10 100%
NG Chi Kin David LB HE 10/10 100%
Average attendance rate EYHER 100%

At least 14 days notice of all Board meetings is given to all FIEESEEENEETHENRERETRL TH
Directors and they can include matters for discussionintheagenda XAIBEFREEZ - MBEFE» EE I EER
if the need arises. Directors have access to the advice and services F AR RNEE - TEESHIES AT
of the Company Secretary to ensure that Board procedures, and MWENWERNRYE BRESSEFRAEE
all applicable rules and regulations, are followed. ARARBHIERES -

Minutes of the Board, the Audit Committee and the Remuneration ZEEE -+ EXZEERFNEZESNERLIE
Committee are kept by the Company Secretary. Minutes are open H LA BAWEHETF - BESTHHEEBEAN 824
for inspection at any reasonable time on reasonable notice by B EBEEFRLHEMAETIMNSERREH -

any Director.

Minutes of the Board and Board Committees have recorded in EZEZERHEBTZESHNEELE  CHESE
sufficient detail the matters considered by the Board and the L+t&REZEZEMEREFERERNWATIEZAFHA
Committees, decisions reached, including any concerns raised by B8t HPEEESRENTARE R RE
Directors or dissenting views expressed. Draft and final versionsof HMR¥ER - ERLENIRRERAERS R
minutes of the Board are sent to all Directors for their comments #*2BEE IRHESREZRR  BEER
and records respectively, in the case of the Board meetings, the BIfFE&L#HZH - EE28E -  EXEEES
Audit Committee meetings and the Remuneration Committee ZERFNZEESENLEBEETEREN—
meetings, normally within one week, after the meetings are EHIR#EH -

held.
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If a substantial shareholder or a Director has a conflict of interest
in a matter to be considered by the Board which the Board has
determined to be material, the matter shall not be dealt with by
way of circulation or by a Committee (except an appropriate
Board Committee set up for that purpose pursuant to a resolution
passed in a Board meeting) but a Board meeting shall be held.
Independent Non-Executive Directors who, and whose associates,
have no material interest in the transaction shall be present at
such Board meeting.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The positions of the Chairman of the Board and the Chief
Executive Officer (i.e. Deputy Chairman and Managing Director)
are held separately by two individuals to ensure their respective
independence, accountability and responsibility. The Chairman is
responsible for overseeing the function of the Board and formulating
overall strategies and policies of the Company. The Deputy
Chairman and Managing Director is responsible for managing the
Group’s business and overall operations. The day-to-day running
of the Company is delegated to the management with divisional
heads responsible for different aspects of the business.

The Chairman shall ensure that all Directors are properly briefed
on issues arising at Board meetings.

The Chairman is responsible for ensuring that Directors receive
adequate information, which must be complete and reliable, in
a timely manner.

APPOINTMENTS, RE-ELECTION AND REMOVAL

The Company does not have a Nomination Committee. The
Board as a whole is responsible for the procedure of agreeing to
the appointment of its members and for nominating appropriate
person for election by shareholders at the annual general meeting,
either to fill a casual vacancy or as an addition to the existing
Directors.

The annual general meeting circular contains detailed information
on election of Directors including detailed biography of all Directors
standing for election or re-election to ensure shareholders to make
an informed decision on their election.
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Under the code provisions A.4.2. of the Code of CPG, every MRIBESFAIFA4MGLEEERERTIRIT &
Director, including those appointed for a specific term, shouldbe ZBEB(BEBEETHNES) ERmART
subject to retirement by rotation at least once every three years. ZDB=F—X - A REEXLQT 2 AFH
However, according to Bye-Laws of the Company, the Chairman 8| > ARGz FERESTHALE I HARER
or Managing Director are not subject to retirement by rotation or 1 REEESREAYKTIZETELER
taken into account on determining the number of Directors to retire. A BE<FBIR LA 4 2B FifRZE - HAFEMR
This constitutes a deviation from code provision A.4.2. of the Code. RINHTEMNREEXKFENETERER S
As continuation is a key factor to the successful implementation B X FTERESTHLEZH > ESAEE
of any long-term business plans, the Board believes that the ZEBEEFEBRBREM  EXRIINEZEREE
roles of Chairman and Managing Director provide the Group ¥XBAEEENZE BREMNZHENREQT
with strong and consistent leadership and allow more effective ~UBBRRNWEREFIZEAEH -

planning and execution of long-term business strategies, that the

present arrangement is most beneficial to the Company and the

shareholders as a whole.

In accordance with the Company’s Bye-Laws, Mr. Kwan Wang RIBAQAFZATME > BRELXEBRER
Wai Alan shall retire by rotation and being eligible offer himself BRFREFAE LHERE MERFESEKEE

for re-election at the forthcoming annual general meeting. BEE o

BOARD COMMITTEES EEaBT£8S

The Board has also established the following committees with ZEBETRITIZES  HATEHBEHE

defined terms of reference: — wr -
e Audit Committee . BZEEE
. Remuneration Committee . HFNZEE

Each Board Committee makes decisions on matters within its HESESEETZEEHHEMERESEERER
term of reference and applicable limits of authority. The terms RRAMNEEELRE - X2 ABFEFRFT S
of reference as well as the structure and membership of each ZEESHHEHE  BERKE -

committee will be reviewed from time to time.

a) Audit Committee a) BREE®
On 16 August 2000, the Audit Committee had been EREEEN-_ZEZTZEFNATREHK
established. It currently consists of three Independent Non- Vo BRAH=ZEBUFHITESANR - B
Executive Directors. The Chairman of the Audit Committee BREZEEEFEBNEWNFRE -

will be subject to rotate for every 2 years.

Composition of Audit Committee members FEREZEEEKEHIAK
CHEN Wei-Ming Eric (Chairman of the Audit Committee) REPALE (FREEEEE)
KWAN Wang Wai Alan BRERE

NG Chi Kin David AARER LA
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Role and function HERERE
The Audit Committee is mainly responsible for: EREEETEEE

1. considering the appointment of external auditors, theiraudit 1. ZEZE/IEZHM - ZBEARBEDS
fees and questions of resignation or dismissal; fREEEH ;

2. reviewing the draft Company’s annual report and accounts 2. RAABFHRKIRE ARPERERRZA

=|

and half yearly before submission to, and providing advice HORETER TREOESERHE
and comments thereon to the Board of Directors; RRFT#

3. reviewing external auditor's management letter and 3. BEIEZEMBEEBZRGREERRE
management’s response; Z[EIFE ;

4.  reviewingthe internal audit programme, ensuring co-ordination 4. EHRAIBEFEFE > BEABRIMEZE

between the internal and external auditors, and ensuring Mz UARBRABETREER
that the internal audit function is adequately managed and HERLESLARLTRETEE ML ;

has appropriate standing within the Company;

ny

5.  considering the major findings of internal investigationsand 5. ZEAIMAEERIREEEBZOE ;

management’s response;

6.  reviewing compliance with regulatory and legal requirements 6. BEAQATAETERZER &
by the Company; and

7.  discussing problems and reservations arising fromthe interim 7.  F@wTHREZFEZFSIENBEERR
and annual audits and matters that the external auditors BER URIMEZHMFENRZEE
may wish to discuss (in the absence of the management, (MEFE > NJEREEEBRE) -
where necessary).
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Meeting Record

The Audit Committee met twice during the year, particular in

reviewing the interim and annual results of the Group. The

following was the attendance record of the Audit Committee
meetings for the year ended 31 December 2007:

&2y
=

Ty

ik

C#f

EREZEEERFERETRMASE  TEAE
MAKENPHRE2FXRE UTREREER
ERBE-ZZLFE T A=+ - HLEFER
THERZEES SR HFERLE

Number of meetings SEXE 2
Audit Committee members: EREEBERE
CHEN Wei-Ming Eric BRIZEA K&

(Chairman of Audit Committee) (BEREZEEEEE) 2/2 100%
KWAN Wang Wai Alan BRERE 2/2 100%
NG Chi Kin David REER AL 2/2 100%
Average attendance rate EIYHER 100%

During the meetings, the Audit Committee would discuss the

following matters: —

1)

2)

Financial Reporting

The Audit Committee met with the external auditors to
discuss the interim and annual financial statements and
system of control of the Group. The auditors, the company
secretary and the financial controller of the Company were
also in attendance to answer questions on the financial
results.

Where there were questions on the financial statements
and system of control of the Group reviewed by the Audit
Committee, the management of the Company would provide
breakdown, analysis and supporting documents to the Audit
Committee members in order to ensure that the Audit
Committee members were fully satisfied and make proper
recommendation to the Board.

External Auditor

The appointment of the external auditor and the audit fee were
considered by the Audit Committee and recommendations
were made to the Board on the selection of external auditors
of the Company.

RERDE EXEESEFHITIEE | -

—_
~

2)
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Remuneration Committee

The Remuneration Committee was established on 28 July
2005. It currently consists of two Executive Directors and
three Independent Non-Executive Directors. The Chairman
of the Remuneration Committee will be subject to rotate for
every 2 years.

Composition of Remuneration Committee members
NAM Kwok Lun
(Chairman of the Remuneration Committee)
LAM Kwok Hing
CHEN Wei-Ming Eric
KWAN Wang Wai Alan
NG Chi Kin David

Role and function

The Remuneration Committee is mainly responsible for:

making recommendations to the Board on the Company’s
policy and structure for all remuneration of Directors and
senior management and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration;

reviewing and approving performance-based remuneration
by reference to corporate goals and objectives resolved by
the Board from time to time;

determining the specific remuneration packages of all
Executive Directors and senior management, including
benefits in kind, pension rights and compensation payments,
including any compensation payable for loss or termination of
their office or appointment, and make recommendations to the
Board of the remuneration of Non-Executive Directors;

reviewing and approving the compensation payable to
Executive Directors and senior management in connection
with any loss or termination of their office or appointment to
ensure that such compensation is determined in accordance
with relevant contractual terms and that such compensation
is otherwise fair and not excessive for the Company;
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5.  reviewing and approving compensation arrangements relating 5. BRERHILEREZESITAXEMRESER

to dismissal or removal of Directors for misconduct to ensure FHREEMIRNEERE  UBRRZZE
that such arrangements are determined in accordance BB EREREBEER
with relevant contractual terms and that any compensation BE

payment is otherwise reasonable and appropriate;

6.  ensuring that no Director or any of his associates is involved 6. WBRESRETMHEBEALHRESERTE
in deciding his own remuneration; and KEFHM &

7.  advising the shareholders on how to vote in respect of any 7. 1R E M AI5E13.681k &R E » H1E
service contract of Director which shall be subject to the MAZRKRERAECEETRBEEHN  RBRE
approval of shareholders in accordance with the provisions MR EREER -
of Rule 13.68 of the Listing Rules.

Where circumstances are considered appropriate, some fRBABENERT  FHEESHE TR
Remuneration Committee decisions are approved by way of EAUEZRBEZEESXEBRBEMRERZIN
written resolutions passed by all the committee members. Ei19;: 30

The Remuneration Committee has reviewed the remuneration HHZEESERFTARATVZHMBERRERE
policy and structure of the Company, and the remuneration MURBTEERSHREBAEREBEFTFEARAZ
packages of the Executive Directors and the senior management  #Bi4A& ©

for the year under review.

For the year ended 31 December 2007, there was two meeting BHZE-ZZtF+-A=+—HILFEZET

held. The following was an attendance record of the Remuneration ZXE#E - UTAFMNEZEEENEE_ZZTt
Committee meeting for the year ended 31 December 2007: F+-RA=+-HLEEBTHNTNEESES
EHERE

Number of meetings SEXE 2
Remuneration Committee members: FHNEEERE :
NAM Kwok Lun ERfRLE

(Chairman of the Remuneration Committee) (FTHNZEEESEE) 2/2 100%
LAM Kwok Hing EEE L 2/2 100%
CHEN Wei-Ming Eric PRIZEASEAE 2/2 100%
KWAN Wang Wai Alan BEEEE 2/2 100%
NG Chi Kin David HEELE 2/2 100%
Average attendance rate YR 100%

Details of the remuneration of each Directors of the Company HBEAATREEEREZE-_ZTZTLF+=A=
for the year ended 31 December 2007 are set out on pages 85 T— HLEFEZHMFE  SNESERSH
in note 12 to the consolidated financial statements. BREMTEE121HR ©
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NOMINATION COMMITTEE

The Company has not set up any nomination committee. The
Board as a whole is responsible for the review and evaluation
of the candidates in terms of their personalities, qualifications
and the suitability of their experiences in relation to the Group’s
business, so as to nominate candidates for the approval of the
shareholders on general meeting. The criteria for nomination
of directors for re-election include the past performance of the
respective directors and the suitability of the nominee as a director
of a listed company. The Board as a whole is responsible for the
recommendation, election and appointment of senior management
of the Company.

ACCOUNTABILITY AND AUDIT

The management provides such explanation and information
to the Board so as to enable the Board to make an informed
assessment of the financial and other information put before the
approval by the Board.

The Directors are responsible for overseeing the preparation of
accounts of each financial period, which give a true and fair view
of the state of affairs of the Group and of the results and cash flow
for that period. In preparing the accounts for the year ended 31
December 2007, the Directors have selected suitable accounting
policies and have applied them consistently, adopted appropriate
Hong Kong Financial Reporting Standards (“HKFRSs”) and Hong
Kong Accounting Standards (“HKASs”) which are pertinent to
its operations and relevant to the financial statements, made
judgments and estimates that are prudent and reasonable, and
have prepared the accounts on the going concern basis.

The Company has announced its annual and interim results
in a timely manner within the limits of 4 months and 3 months
respectively after the end of the relevant period, as laid down in
the Listing Rules.
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The Board will present a balanced, clear and understandable ZEZEET & - FWRPAMFIBEFERSER
assessment to annual and interim reports, other price-sensitive ~ HHIRE - Htt P RREHBERNBEERIR
announcements and other financial disclosures required underthe B ETRAREETFEENE MBI HEER - XU
Listing Rules, and reports to regulators as well as to information KREEEERINBEEUZREBLZFRES
required to be disclosed pursuant to statutory requirements. FIRBEWNER o

INTERNAL CONTROL WEBEE 1=

The Board and senior management are responsible for establishing, ZEZESREEBEEAEEETRY  #HERIAT
maintaining and operating an effective system of internal control. BN AMBEIR RS - ARATANWABEZERE
The internal control system of the Group comprises a wel- BE—EAZENABEBENEZENBRERE
established organisational structure and comprehensive policies Bl - EEBE AR AESERREEIMINRE
and standards. The Board has clearly defined the authorities and & & LHERE R 2 H% -

key responsibilities of each business and department to ensure

adequate checks and balances.

The internal control system has been designed to safeguard the ZHRATRERTEZRG  UWRERATEE
Group’s assets against loss and misappropriation; to maintain REZEARNWER  TESREGTLHEURM
proper accounting records for producing reliable financial T EMIEER  RKEREARBREGEME
information; to provide reasonable, but not absolute, assurance  HPF &l HETEEBRREBE TERLE - XA T
against material fraud and errors. Policies and procedures are Ei VHEMREF  BREREEEE - 50
established to ensure compliance with applicable laws, regulations ~ FI1T¥Z% > UREE AR EEREEFR
and industry standards and as the on-going process for identifying, HE¥MNWEAXRR ERFEEEEHREIRM
evaluating and managing the significant risks faced by the Group ~ 55| F 8 » EHAIELERL -

and this process includes updating the system of internal controls

when there are changes to business environment or regulatory

guidelines.

Systems and procedures are also established to identify, ZAATCHERGKRER > ALUER - 2E -
measure, manage and control different risks arising from different EBEREFSEBREEDIMANSERR - B
businesses and functional activities. Risk management policies MBEEBRREUZEFEZERBNARHES
and major control limits are established and approved by the E#ERHIE - IEZRBAHSERE R4 RE
Board. Significant issues in the management letters from external E#EBREANEZETEHREERZESE
auditors and reports from regulatory authorities will be brought B @ BREERFEREERITE - WIREFEE
to the attention of the Audit Committee to ensure that prompt % & BREESERFB AT ©

remedial action is taken. All recommendations will be properly

followed up to ensure they are implemented within a reasonable

period of time.

The Board is of the view that the system of internal controls in EZEZERAENBEEARBEARAFERRESH
place for the year under review and up to the date of issuance HFRTIZEAH  BENABEEZRFER
of the annual report and consolidated financial statements is FZIHURERR BEENEINFZEEIEER
sound and is sufficient to safeguard the interests of shareholders, H&EE

customers and employees, and the Group’s assets.



2007 F3k

CORPORATE GOVERNANCE REPORT

AUDITOR’S REMUNERATION

Deloitte Touche Tohmatsu has been reappointed as the Group’s
external auditors at the 2007 Annual General Meeting until the
conclusion of the next Annual General Meeting. Apart from the
provision of annual audit services, Deloitte Touche Tohmatsu
also carried out review of the Group’s results and others of the
Group. During the year under review, the Group is required to
pay an aggregate of approximately HK$1,500,000 to Deloitte
Touche Tohmatsu for their services including audit and non-audit
services.

COMMUNICATION WITH SHAREHOLDERS

The Board recognises the importance of good communications with
all shareholders, therefore, the Board establishes and maintains
different communication channels with its shareholders through
the publication of annual and interim reports and press releases.
Such information is also available on the Group’s website.

The Company’s annual general meeting is a valuable forum for
the Board to communicate directly with the shareholders. The
Chairman of the Board together with the external auditors are
present to answer shareholders’ questions. An annual general
meeting circular is distributed to all shareholders at least 21 days
before the annual general meeting. It sets out the procedures for
demanding and conducting a poll and other relevant information of
the proposed resolutions. The Chairman explains the procedures
for demanding and conducting a poll again at the beginning of the
annual general meeting and (except where a poll is demanded)
reveals how many proxies for and against have been filed in
respect of each resolution. The results of the poll, if any, will be
published in the newspapers and on the Company’s website.

Separate resolutions are proposed at general meetings on each
substantially separate issue, including the election of Directors.

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained the prescribed amount of public float during the year
2007 and up to the date of this Annual Report as required by
the Listing Rules.
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REPORT OF THE INDEPENDENT AUDITOR
B 2B

Deloitte.
=€)

TO THE MEMBERS OF KARL THOMSON HOLDINGS ¥ SEEEERERATASRRE
LIMITED
(incorporated in Bermuda with limited liability) (REFREZEAZMA T 2 ERLE])

We have audited the consolidated financial statements of Karl ~AZEEIE TR E44Z118E ST EAMRER
Thomson Holdings Limited (the “Company”) and its subsidiaries <ZEEEEZERERATTEARDREFA
(collectively referred to as the “Group”) set out on pages 44 to Al([BEE NS ERR(BENR=-2ZTt
118, which comprise the consolidated balance sheet as at 31 F+-A=+—HZHeEEAER  AFE
December 2007, and the consolidated income statement, the ZEHREEBBFITHR SEEZEHR  GER
consolidated statement of changes in equity and the consolidated & R&E%& © R B HR & E B M 48
cash flow statement for the year then ended, and a summary of Z)E&7E®E °

significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR BEERGSESUBBRRERENER
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation BAREEEESRETESHIASEMRMN
and the true and fair presentation of these consolidated financial BB EHREZEAREB(AAGRINGERKE
statements in accordance with Hong Kong Financial Reporting EBMAFihFRZEREGUBRE - EETE
Standards issued by the Hong Kong Institute of Certified Public ¥t B R #EEFEAREEM A F it 5]
Accountants and the disclosure requirements of the Hong Kong 4R & BB REENAIBIES » UEREH
Companies Ordinance. This responsibility includes designing, MHBEFFEHNRFFREERME RN E K
implementing and maintaining internal control relevant to the R ; BEMEABEENEHEER ) kikE
preparation and the true and fair presentation of the consolidated R T{EH SR ETEET ©

financial statements that are free from material misstatement,

whether due to fraud or error; selecting and applying appropriate

accounting policies; and making accounting estimates that are

reasonable in the circumstances.
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REPORT OF THE INDEPENDENT AUDITOR

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit
in accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as
to whether the consolidated financial statements are free from
material misstatement

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and
true and fair presentation of the consolidated financial statements
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors of the Company, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2007
and of the Group’s profit and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

25 April 2008
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For the year ended 31 December 2007
BE-RZLFT-A=1+-RLEE

2007 2006
—EELF “ETRE
NOTES HK$°000 HK$'000
HiEE FTET TET
Revenue U zs 7 90,500 51,082
Other income HAw A 4,600 1,872
Write back of bad and REAREIR
doubtful debts 284 798
Amortisation of intangible assets B EE#H (6) (6)
Depreciation e (465) (722)
Finance costs B8 9 (912) (233)
Other expenses Hit & (50,853) (39,166)
Staff costs, including the Directors’ EE A
remuneration (BRESHS) (18,400) (11,684)
Share of profit of an associate i =N Py 7,216 9,383
Share of profit of a jointly it e & AR 2T
controlled entity 545 49
Profit before taxation B AT A 32,509 11,373
Taxation (charge) credit Bi1E (MNER)FTA 10 (3,527) 47
Profit for the year FERA 11 28,982 11,420
Attributable to: et
Equity holders of the Company RARZERFEA 28,891 11,315
Minority interests LYRRER 91 105
28,982 11,420
Earnings per share BREF 14
Basic R HK5.75 cents #{ll  HK2.41 cents &l
Diluted e HK5.45 cents &l  HK2.40 cents &1l




At 31 December 2007
R-ZEZELF+=A=+—H

CONSOLIDATED BALANCE SHEET
mEEERER

2007 2006
—ETtHF —EEREF
NOTES HK$’000 HK$’000
FiEE FET FH&T
NON-CURRENT ASSETS FRBEE
Fixed assets EE&ERE 15 968 926
Intangible assets B EE 16 11 17
Exploration and evaluation assets B R (LT EE 17 345,371 =
Interest in an associate B N B R 18 135,356 123,340
Interest in a jointly controlled entity EENTER 19 - 54
Deferred tax asset EERIEE = 20 - 80
Statutory deposits EERE 21 4,150 4,030
Loan to a jointly controlled entity EENTERK 22 - 34,508
Loans receivable ElRER 23 930 1,394
486,786 164,349
CURRENT ASSETS RBEE
Accounts receivable FEUTER SR 24 89,056 50,493
Loans receivable U E R 23 876 586
Other receivables, prepayments Hih e BRFR ~ FEFIE
and deposits Rize 3,061 2,974
Amount due from EWEE A RRIE 22
a jointly controlled entity - 1,983
Tax recoverable BiraE & 257 -
Pledged fixed deposits 2RI E TR
(general accounts) (—RRERF) 25 63,141 8,165
Bank balances RITHETF
(trust and segregated accounts) (EERBALRF) 25 100,994 61,936
Bank balances (general accounts) RITHET(—MRERP)
and cash kEE 25 42,264 16,116
299,649 142,253
CURRENT LIABILITIES REBEE
Accounts payable FE{SBRFR 26 136,459 78,376
Other payables and accrued expenses H e BRF & FEETE F 19,697 7,477
Other loans Hib & 27 5,594 =
Amount due to a joint venturer EeEREtERE 27 23,174 =
Amounts due to directors BEZEERIE 27 21,536 =
Tax payable FEHiIE 3,245 18
209,705 85,871
NET CURRENT ASSETS mENE R 89,944 56,382
576,730 220,731
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CONSOLIDATED BALANCE SHEET
mEEERER RE N iy

2007 2006
—EFLF -
NOTES HK$°000 HK$’000
i FHET FE&xT
CAPITAL AND RESERVES R R

Share capital [N 28 59,356 47,700
Reserves &S 436,233 172,649

Equity attributable to equity holders BATZERFEA
of the Company FEfhfEs 495,589 220,349
Minority interests DERRER 81,141 382
Total equity =B 576,730 220,731

The consolidated financial statements on pages 44 to 118 were #ZREMBEHRKZFEI4Z118EER ST N\FMNA
approved and authorised for issue by the Board of Directors on —+HHBEEZESEHERTETE  WHUTHR

25 April 2008 and are signed on its behalf by: REE
LAM KWOK HING NAM KWOK LUN
EEE EEMm
Director Director

EF EFE




ZERERDE]

CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
mEREEEER

For the year ended 31 December 2007
HE-_RZLF+-A=1+—-RLEE

Attributable to equity holders of the Company

KRRz EREREARLRR
Currency
translation Minority
Share Share  Special Other  reserve Accumulated interests
capital premium  reserve  reserve SN profits Total 5 Total
RE  ROEE BhRE HtRE B2ERE  RDET & REER &t
HK$'000 HK$'000 HK$000 HKS'000 HK$'000 HKS'000 HKS$'000 HK$'000 HKS$'000
TEx Thx ThL TAL TARL ThR ThR Thx TARL
At 1 January 2006 RZEERE-A-H 46,000 76,589 29,140 - 1,734 24,077 177,540 217 177,817
Share of reserves of an associate EEHEAR
and a jointly controlled entity KEEAT
and income recognised RERBEER
directly in equity ERBER WA - - - - 2,108 - 2,108 - 2,108
Profit for the year FREEA - - - - - 11815 11315 105 11,420
Total recognised income REEERILWA
for the year - - - - 2,108 11,315 13,423 105 13,528
Placing of shares (Note 28) HRALE (HzE28) 1,700 27,710 - - - - 29410 - 29410
Transaction costs attributable BIHReRAER
to issue of new shares - (24) - - - - (24) - (24)
At 31 December 2006 3
+ZA=1+-H 47,700 104,275 29,140 - 3,842 35,392 220,349 382 220,731
Exchange differences arising on RENEER
translation of foreign operations FEEz B ZR - - - - 6,165 - 6,165 - 6,165
Share of reserve of an associate BB N TARE - - - - 4,800 - 4,800 - 4,800
Net income recognised BEER
directly in equity 350 =l O - - - - 10,965 - 10,965 - 10,965
Profit for the year FEEA - - - - - 28891 28,891 91 28,982
Total recognised income REEERIAWA
for the year - - - - 10,965 28,891 39,856 91 39,947
Exercise of share options (Note 28) ARETE (Hfi2s) 1,140 19,950 - - - - 21,090 - 21,090
Issue of shares (Note 28) BITHR (fiztos) 3681 82,106 - - - - 85787 - 85787
Issue of redeemable convertible
preference shares (‘RCPS’) (Note 29)  BfTAIBEMARELR (HiE29) - - - 128507 - - 128507 - 1285507
Issue of shares for conversion BOTRAZRTER
of RCPS (Note 28) TERBER (M) 6,835 121,672 - (128,507) - - - = =
Acquisition of a subsidiary (Note 29) WERBAR (Frs9) - - - - - - - 80668 80,668
At 31 December 2007 RoB3tE
+=ZA=1+-H 59,356 328,003 29,140 = 14,807 64,283 495,589 81,141 576,730

The special reserve of the Group represents the difference
between the nominal value of shares of the acquired subsidiaries
and the nominal value of the shares of the Company issued for
the acquisition at the time of the reorganisation of the Group.

REE 2 BN EEDIETBBHNE Q2R
HE  EAQAEAREEETEARWEMN
BRITRDcHEEZBZEHE -
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CONSOLIDATED
CASH FLOW STATEMENT
GARLRBE
2007 2006
—EEtF —EEXRE
HK$°000 HK$’000
FET FiEx
OPERATING ACTIVITIES g
Profit before taxation BREL B R A 32,509 11,373
Adjustments for: BT HISEE LA
Write back of bad and RIE AR B
doubtful debts (284) (798)
Interest income on bank deposits SRATERAE WA (533) =
Amortisation of intangible assets mIEEEH 6 6
Depreciation e 465 722
Finance costs B%EM 912 233
Share of profit of an associate FE(REEE A B 2w F (7,216) (9,383)
Share of profit of a jointly EhEeE AT ZEF (545) (49)
controlled entity
OPERATING CASH FLOWS RETEBEESEFHA 2
BEFORE MOVEMENTS IN REFSRE
WORKING CAPITAL 25,314 2,104
Statutory deposits paid EER SR (120) -
Decrease (increase) in WA (B ) FEKRE R
loans receivable 174 (501)
Increase in 32 hn BE K BR R
accounts receivable (38,279) (19,797)
Decrease (increase) in other W (35 0) B fth FE UL ER TR
receivables, prepayments FANRERRS
and deposits 958 (671)
Increase in bank balances BINRATEETF
(trust and segregated accounts) (EERBAERF) (39,058) (22,561)
Increase in accounts payable 38 hn BE 1 BRFR 58,083 32,777
Increase (decrease) in other 10 O 4> ) EAth FE (S BRFR
payables and accrued expenses RETEHR 5,739 (7,730)
CASH GENERATED FROM RE(ARXBz2RE
(USED IN) OPERATIONS 12,811 (16,379)
Interest paid EFFE (912) (233)
Hong Kong Profits Tax (EN)REIEBFEH
(paid) refunded (477) 304
NET CASH FROM (USED IN) RE (AR KEEK

OPERATING ACTIVITIES ZBREFHE 11,422 (16,308)




BEEEZERARA A

CONSOLIDATED
CASH FLOW STATEMENT
GARSTER
2007 2006
—ETtHF —ETREF
NOTE HK$°000 HK$’000
MiaE FET FHBT
INVESTING ACTIVITIES REXH
Purchase of fixed assets BEEREEE (507) (584)
Purchase of exploration and IBERRERMLTEE

evaluation assets (4,666) -
Acquisition of a subsidiary W B Bt A =) 29 (4,563) (5)
Investment in a former jointly AEERARRE

controlled entity - (5)
Loan to a jointly controlled entity EERNTEX (7,618) (25,176)
Decrease in amount due from WD EWEE A BRIE

a jointly controlled entity 1,983 -
Decrease (increase) in pledged R (5 n) BB ER TR

fixed deposits (—fRERF)

(general accounts) 1,575 (342)
Interest received 2UWFIE 533 -
NET CASH USED IN INVESTING ARREXK 2

ACTIVITIES ReFE (13,263) (26,112)
FINANCING ACTIVITIES BME XK
New bank borrowings raised FIBIRITER 20,899 23,211
Repayment of bank borrowings RITEFER (20,899) (23,211)
Proceeds on issue of shares IR B ITRIE 21,090 29,410
Expenses on issue of shares HRETER - (24)
Increase in amounts due to directors  EINE([EERIE 21,536 -
Decrease in other loans B EHAERSERK (14,637) -
NET CASH FROM REMEER

FINANCING ACTIVITIES ZHRE 27,989 29,386
NET INCREASE (DECREASE) IN HeRZERELER

CASH AND CASH EQUIVALENTS ZEm (RL) FHE 26,148 (13,034)
CASH AND CASH EQUIVALENTS FHAREERER

AT BEGINNING OF THE YEAR HEIBEH 16,116 29,150
CASH AND CASH EQUIVALENTS FRZAERER

AT END OF THE YEAR HLIEE 42,264 16,116
ANALYSIS OF BALANCES OF CASH HR&RZRESEHE

AND CASH EQUIVALENTS EERD AT

Bank balances (general accounts) RITEF(—RERF)

and cash kEE 42,264 16,116
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e R AR b A RECEEURIAS I RN

1. GENERAL 1. —REBE
The Company is an exempted company incorporated under ARATDRE B FZE1981F A TE(ERT
the Companies Act 1981 of Bermuda (as amended) and its )M B Z E %D F R H R 5 R
shares are listed on the Main Board of the Stock Exchange. RAER LT o KRR ZBERAERA
Its immediate and ultimate holding company is J&A, which FARKBREZEHSEMMILZI&A ° K
is incorporated in the British Virgin Islands. The address ARNEMHEER EEE £ F5
of the registered office and principal place of business of RER 2 E2HEEIH o
the Company are disclosed on pages 2 to 3 of the Annual
Report.
The Company is an investment holding company. The AATBEEER AT - AEBZEXEE
principal activities of the Group are the provision of financial BREESRBEERABRXARBERR
services and oil and gas exploration and production. The AE - SRREEEHRSFEE B
financial services include stockbroking, futures and options BEE EEES  REHHRETER
broking, mutual funds and insurance-linked investment EREE BHERIFEMERBREER
plans and products broking, securities margin financing EREERE - AR AARERREED
and corporate finance advisory services. The oil and gas EBR2EMBARSERRER - AAH
exploration and production are developed through the wholly FEWB AR ZFBEIRGRE I ISHRE
owned subsidiary, KT Energy. Particulars of the principal MiEESES5IHIA o

subsidiaries of the Company are set out in note 35 to the
consolidated financial statements.

The consolidated financial statements are presented in Hong KRB HRERUBITRS > ERAQAFTR
Kong dollars, which is the same as the functional currency HAIBRHBARNEESEEMERE o
of the Company and most of its subsidiaries.

2. APPLICATION OF NEW AND REVISED HONG 2. #HiI KRBT EBHBERELER 2K

KONG FINANCIAL REPORTING STANDARDS A(EAHBHREEN])
(“HKFRSs”)

In the current year, the Group has applied, for the first time, RAEE  AEBERERUTHESS
the following new standard, amendment and interpretations SR AEEMZHED  BIIRRE(H
(“new HKFRSs”) issued by the Hong Kong Institute of Certified BRMHEREEL ) - ZEFEABEAR
Public Accountants (“HKICPA”), which are effective for the rEER—ZEELE A —HEBZTK

Group’s financial year beginning on 1 January 2007. FEo




BEEEZERARA A

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R R Y R

For the year ended 31 December 2007
HE-_RZLF+-A=1+—-RLEE

2. APPLICATION OF NEW AND REVISED HONG 2. HiIR#EIIEBMBEREEL 2K

KONG FINANCIAL REPORTING STANDARDS A(EBHEHRERED]) (&)
(“HKFRSs”) (Continued)
HKAS 1 (Amendment)  Capital disclosures EREHENEIE EREE
(1&7T)
HKFRS 7 Financial instruments: BEBMEREEN  2RIA; KSR
Disclosures SBT3
HK(IFRIC) — INT 7 Applying the restatement 58 (ARBEHRE REFSSTTERSE
approach under HKAS 29 RBZEE) 2055 B BE IR
Financial reporting in —RREETH BRI RS
hyperinflationary economies BRABE
HK(IFRIC) — INT 8 Scope of HKFRS 2 B8 (ERUKRE BEUKREENSE2
REeZEY) 52 S
—RREREST
HK(IFRIC) — INT 9 Reassessment of B8 (BERUBRE MERETEIR
embedded derivatives RBZEE) M EH TG
REFR
HK(IFRIC) — INT 10 Interim financial reporting BE(ERIBRE PHHBERER
and impairment REZEE) HE
—RBE105

The adoption of the new HKFRSs had no material effect
on how the results and financial position for the current
or prior accounting periods have been prepared and
presented. Accordingly, no prior period adjustment has
been required.

The Group has applied the disclosure requirements under
HKAS 1 (Amendment) and HKFRS 7 retrospectively. Certain
information presented in prior year under the requirements of
HKAS 32 has been removed and the relevant comparative
information based on the requirements of HKAS 1
(Amendment) and HKFRS 7 has been presented for the
first time in the current year.

The Group has not early applied the following new and
revised standards, amendment or interpretations that have
been issued but are not yet effective.

FERHEBYBREER - HARS
FBEET B EEARUBRRERK
SIWEBEALE - Fit - BERNBED
BEHL AR -

AEECENERATBETTENE1R (B
AR REBUBHRELAETHR Z2WER
Ee FFERBEBSTERFERRE
Iz TENEBHBR  REBLBRER
EREFBEHEAFIRUET)RER
BBBRELEAFTRAETEREAFESR
5l o

REEIEREPHRAUT S EMAENRE
B2 #a] RAMGET R - AER] R EHE o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e R AR b A

2. APPLICATION OF NEW AND REVISED HONG 2.

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)
HKFRS 8

HK(IFRIC) — INT 11

HK(IFRIC) — INT 12

HK(IFRIC) — INT 13

HK(IFRIC) — INT 14

Presentation of financial
statements!
Borrowing costs'’

Consolidated and separate
financial statements?

Vesting conditions and
cancellations’

Business combinations?

Operating segments'’

HKFRS 2: Group and
treasury share transactions?®

Service concession
arrangements*

Customer loyalty programmes®

HKAS 19 - The limit on a defined
benefit asset, minimum funding
requirements and their
interaction*

! Effective for annual periods beginning on or after 1 January

20009.

2 Effective for annual periods beginning on or after 1 July

20009.

2 Effective for annual periods beginning on or after 1 March

2007.

& Effective for annual periods beginning on or after 1 January

2008.

2 Effective for annual periods beginning on or after 1 July

2008.

The adoption of HKFRS 3 (Revised) may affect the accounting
for business combination for which the acquisition date is
on or after the beginning of the first annual reporting period
beginning on or after 1 July 2009. HKAS 27 (Revised) will
affect the accounting treatment for changes in a parent’s
ownership interest in a subsidiary that do not result in
a loss of control, which will be accounted for as equity

transaction.

For the year ended 31 December 2007
BE-RZLFT A=+ -RLEFE

A REITEEMBRELEN 2K
R &BHHEREER]) (&)

BREER
ESLACCHD
BREER
SE235% (183T)
BB ER
2755 (1537)
BRMHKREER
EPLACHD
ERUKREER
ERLACHD
BRMERE
#E R 5885
&8 (BRI SRS
2EZEE)
—REF115
&8 (BRI RS
REZEE)
—REE125
&8 (BRI SRS
2EZEE)
—REE135
&8 (BRI RS
REZEE)
—REE145

2R BHREK
HERA!
RERBIFBERER
B IR R AT
xBa6r
BELE
ERMBHEENSE
25 | KB N

B 52
RSz 25

EFBEREP

EBETHERIZE195%:
- RERNEEZ
R REEEER
SECEERZ o

! REZZNF-A-BRIZEKRBZF

EMBEXR -

2 REZBZFNF LA -BRZEBBRZE

EMBEXR -

2 REEBEZLAE=A-BRZEBBRZEF

EMBEXR -

4 REBZENE-A-—BHz2EBBRZF

EMBEXR -

s REEBZENFLA-BH2EBBRZF

EMBEXR -

RNBBYBREEREIR(ERT) e

FEWBRERA=E

EAFLA-BAIMU

BEARCBRAFERRABMARIUKZ
EREHEHAR - BB ERFE27R
(BR]) B EF R ARKMB L AEFER
SEHEVFTSEHRIEFEzSTEE
AR MEBZEBEARIMERARS -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E R AR M A

For the year ended 31 December 2007
HE-RZLF+-A=1+—-RLEE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

The Directors of the Company anticipate that the application
of the other new or revised standards, amendment or
interpretations will have no material impact on the results
and the financial position of the Group.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
under the historical cost basis as explained in the accounting
policies set out below.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated
financial statements include applicable disclosures required
by the Listing Rules and by the Hong Kong Companies
Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (its subsidiaries). Control is achieved
where the Company has the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities.

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

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

M RETERMBRELE 2K
R &BUHEREER]) (&)

ARREBMFRAEAMHET BT L
Bl BT REBRYASRE 2 AR MBI
RETEBREATE -

TEEHEE

KGN BRRRZNUTHRB 2T
ReBEBARERER

AEEUBRERRBEEESHAAER
e BB BHELERFER - 1L - 4R
EUBHRREBE LHRUMEBREE
HYERIEHAERRINER o

FEREMBRREFANAREEHER
(EMBLRRE) - EAARGUEH -5
2B RAEEBRURHEEZE T ER
B AR R PR IR HIE o

FEAMBAREL 2MBARZ%&E
DHBALEMABERBEEZEHEMAH
1 (B FEAREIBRETER ©

MK E LA RNETERETRRAEBRE
iR E D RFTERAN - BAEHELQ R
BHRFARZESEBAARAN—5K -

FEEAKERNEARAZEBNRS - &
8 WARERARERGS P BEHRRERE
RHE S o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e R AR B A RECEEUR AT I RN

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FEEFBER(E)

Basis of consolidation (Continued) RERE(E)

Minority interests in the net assets of consolidated DR RERRHE D AW FEEERE
subsidiaries are presented separately from the Group’s ENERIFEES - RZEEFERND
equity therein. Minority interests in the net assets consist R REREEHERSHBEGEER
of the amount of those interests at the date of the original EEHPELERREMNERZE o i
business combination and the minority’s share of changes in DERRERILNEEBEDERRE
equity since the date of the combination. Losses applicable @B RAMB AR EENRARER  RIEZD
to the minority in excess of the minority’s interest in the HRREZHREEEREEDZLSEEIN
subsidiary’s equity are allocated against the interests of the B HEAEHNELRNERE  SAZEE
Group except to the extent that the minority has a binding EREAE AR BARIE o

obligation and is able to make an additional investment to
cover the losses.

Investments in associates BeENRRE

An associate is an entity over which the investor has BENTR B —RAEBUTEERLEN
significant influence and that is neither a subsidiary nor an HER  BXFMBARIRGELED
interest in a joint venture. FEMRER o

The results and assets and liabilities of associates are FENTNEE EERBGBRER LT
incorporated in these consolidated financial statements using ARGEMBHRERR - RBERE B
the equity method of accounting. Under the equity method, DNAINRERZBRARRINEEZEEE
investments in associates are carried in the consolidated {hEEE A B R E E N REMSERRERE
balance sheet at cost as adjusted for post-acquisition changes BIRGEEEEBERRA  MAKBATL
in the Group’s share of the net assets of the associate, less HeENRNEEER N EBAEBREgE
any identified impairment loss. When the Group’s share of A B AL R & (B 15 2 18 B AN & 1B 0 B
losses of an associate equals or exceeds its interest in that ERARFRENTEMREBER)  ~&E
associate (which includes any long-term interests that, in FEiE TR LV E IR - TERRERIMVFE(G
substance, form part of the Group’s net investment in the BEREERBRRAEEAZT AEERD
associate), the Group discontinues recognising its share RUESERARBE QB (TREIFIE ©

of further losses. An additional share of losses is provided
for and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations or made
payments on behalf of that associate.

Where a group entity transacts with an associate of the EAREEEABRENRETRZRE &5
Group, profits and losses are eliminated to the extent of REBBEZRRBASEFMGHE QR ZERIK

the Group’s interest in the relevant associate. g ©
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2007
HE-RZLF+-A=1+—-RLEE

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Joint ventures
Jointly controlled operations

When a group entity undertakes its activities under joint
venture arrangements directly, constituted as jointly controlled
operations, the assets and liabilities arising from those jointly
controlled operations are recognised in the balance sheet
of the relevant company on an accrual basis and classified
according to the nature of the item. The Group’s share of
the income from jointly controlled operations, together with
the expenses that it incurs are included in the consolidated
income statement when it is probable that the economic
benefits associated with the transactions will flow to/from
the Group.

Jointly controlled entity

Joint venture arrangements that involve the establishment
of a separate entity in which venturers have joint control
over the economic activity of the entity are referred to as
jointly controlled entities.

3.

A MR M EE

FTESFHEHERG@
BEREDLX
H [ H| T

EERERRBSERE R EERER
EE (BRI REHIZER)  ZHEEHZE
BREE2EERBBIRARE LR ZER
B BMRUETEERIRBEEME
DM - ANEEREHBEBIELRE W
A BEREREEZEMRAX - TRIR
ZRGZEBNEEURERAREA
EERRGRSBERTHRAER o

HEAZEHEE

HEZEHEBRERAEERBRY - X
HHELRHEYBSEFNB L ERE -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e R AR b A RECEEURIAS I RN

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FEEFBER(A)

Joint ventures (Continued) FERENE(E)

Jointly controlled entity (Continued) R[G7ZEHERE(E)

The results and assets and liabilities of jointly controlled entity HEZEHEENFE EEHBEEHE
are incorporated in the consolidated financial statements REITEFARETBERRE -  RESE
using the equity method of accounting. Under the equity T REcEERBERLLARZHER
method, investments in jointly controlled entities are carried REBBAEA  REBWIBEAREBEN
in the consolidated balance sheet at cost as adjusted for HEZEHERZFEEEHAZE  WHE
post-acquisition changes in the Group’s share of the net BRNEERBERLX - MRAEBEEHLR
assets of the jointly controlled entities, less any identified B ERMEREBAENNEBEEZ
impairment loss. When the Group’s share of losses of AENRERS(EPEEMEEE L
a jointly controlled entity equals or exceeds its interest RAEEELEZEHERBFRENE
in that jointly controlled entity (which includes any long- Bl s)  AEBKELERGERER
term interests that, in substance, form part of the Group’s BANKRE - RAEEAEEEFAERE
net investment in the jointly controlled entity), the Group BRMESEURRKRARZEFRERNRNE
discontinues recognising its share of further losses. An RT o AEEINEEREBANER -

additional share of losses is provided for and a liability is
recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf
of that jointly controlled entity.

When a group entity transacts with a jointly controlled entity EAEEEAAREANEEETRS R
of the Group, unrealised profits or losses are eliminated to REREBZERBAEEETLEEHSE
the extent of the Group’s interest in the jointly controlled RS PTE D EE T LUK EE o FRIERBIRMWIB
entity, except to the extent that unrealised losses provide AEBBREREZCEELRRE &£
evidence of an impairment of the asset transferred, in which ZEBERTIEART A WER o

case, the full amount of losses is recognised.

Revenue recognition L ON

Revenue is measured at the fair value of the consideration WA LLE WS B R 2 FERTE o IR
received or receivable and represents amounts receivable ARKRHBEEBTFRBZBEHEMEEZ
for services provided in the normal course of business. FEURER -

Commission and brokerage income are recognised when HE&RELWATEIRBIRIEERERALR o

the services are rendered.




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2007
HE-_RZLF+-A=1+—-RLEE

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)

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

Advisory fee income is recognised when the service is
provided.

Fixed assets

Fixed assets are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of fixed assets
over their estimated useful lives and after taking into
account their estimated residual value, using the straight-
line method.

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

Intangible assets

Intangible assets acquired separately and with finite useful
lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
trading rights is provided on a straight-line basis over their
estimated useful lives.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FESFBER(A)

Intangible assets (Continued) BREE(E)

Gain or loss arising from derecognition of an intangible asset TERABFEELECBEUEEREM
is measured at the difference between the net disposal BRIBFHERABE A2 E8E I
proceeds and the carrying amount of the asset and is RABRAEEREASBRTHERARE
recognised in the consolidated income statement when the R o

asset is derecognised.

Exploration and evaluation assets R RMETEE

Exploration and evaluation assets are recognised at cost ROSHEAE  BERMAETEEDURAE
on initial recognition. Subsequent to initial recognition, B’R - RYILSHERE  BERETTEEY
exploration and evaluation assets are stated at cost less AR AR REHRE B B SIAR  FERH
any accumulated impairment losses. Costs of exploratory ZRATDVERL  UEEERGERER
wells are capitalised pending a determination of whether NYBEBERBR R Z2ABRRAARE
sufficient quantities of potentially economic oil and gas HE o TN TR ER—FRELES
reserves have been discovered. The related well costs are ZIARBER R - AIBBERBRHRATI5IE
expensed if it is determined that such economic viability is HX o

not attained within one year of completion of drilling.

Exploration and evaluation assets include the cost of HERATTEEBEHAEEZAEAURE
exploration rights and the expenditures incurred in the BRRRERURETTRERZEER 2Bl
search for natural resources as well as the determination of AMTHER BEATHEMBRNEE -

the technical feasibility and commercial viability of extracting
those resources.

When the technical feasibility and commercial viability of EUETERAARER ZE M ATTHERE
extracting natural resources become demonstrable, previously AT BEMSEAIER ZBRER A
recognised exploration and evaluation assets are reclassified EEDNEHHERABREESEEEE °
as either intangible assets or fixed assets. These assets are WEEEREEH D EA SR EE M -

assessed for impairment before reclassification.
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For the year ended 31 December 2007
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Exploration and evaluation assets (Continued)
Impairment of exploration and evaluation assets

The carrying amount of the exploration and evaluation
assets is reviewed annually and adjusted for impairment
in accordance with HKAS 36 and whenever one of the
following events or changes in circumstances indicate that
the carrying amount may not be recoverable:

o the period for which the entity has the right to explore
in the specific area has expired during the period or
will expire in the near future, and is not expected to
be renewed.

o substantive expenditure on further exploration for and
evaluation of natural resources in the specific area is
neither budgeted nor planned.

o exploration for and evaluation of natural resources
in the specific area have not led to the discovery of
commercially viable quantities of natural resources and
the entity has decided to discontinue such activities
in the specific area.

. sufficient data exist to indicate that, although a
development in the specific area is likely to proceed,
the carrying amount of the exploration and evaluation
asset is unlikely to be recovered in full from successful
development or by sale.

An impairment loss is recognised in the consolidated income
statement whenever the carrying amount of an asset exceeds
its recoverable amount.

TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FEEFBER(A)

Impairment losses on tangible and intangible assets BRREREEZREEE

At each balance sheet date, the Group reviews the carrying rEEREAERERNEEREERER
amounts of its tangible and intangible assets to determine EEZREE UMREZZEERBEHR
whether there is any indication that those assets have BEEEZTR - MEEZTKRESREMGE
suffered an impairment loss. If the recoverable amount of an BREREE MEEZREEDNRE
asset is estimated to be less than its carrying amount, the HuJ eI 2128 o RERE AR A
carrying amount of the asset is reduced to its recoverable X o

amount. An impairment loss is recognised as an expense

immediately.

Where an impairment loss subsequently reverses, the R EFEREARE  IEEZREE
carrying amount of the asset is increased to the revised SEMEE G TR SEE - ABEEEM
estimate of its recoverable amount, such that the increased ZERABETEBBUIFENRMZEE
carrying amount does not exceed the carrying amount that BREMRESEMCEE 2REME - [
would have been determined had no impairment loss been B2REBEGINEERAWA

recognised for the asset in prior years. A reversal of an
impairment loss is recognised as income immediately.

Taxation HE

Income tax expense represents the sum of the tax currently FreBiBRE R RN HIERIELERNIE 2
payable and deferred tax. AN o

The tax currently payable is based on taxable profit for the RIFENBIEDRFEERRBGMTE ©
year. Taxable profit differs from profit as reported in the ERFURAEGR S B RTTERPAHRER
consolidated income statement because it excludes items RE - DHERAETEEEEMEEER
of income or expense that are taxable or deductible in other BRANB 2 WARBEZIEER » ETE
years, and it further excludes items of income or expense FAGRB RN ZIMASFEZIER o &
that are never taxable and deductible. The Group’s liability SEZABBBEEENREEACETR
for current tax is calculated using the tax rates that have AR EEEITZHETE -

been enacted or substantively enacted by the balance
sheet date.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

Deferred tax is recognised 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 profits will be available against
which deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, associates
and interests in joint ventures, 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 profits 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 year when the liability is settled or the asset
is realised. Deferred tax is charged or credited to profit or
loss, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also
dealt with in equity.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FEEFBER(A)

Foreign currencies Shis

In preparing the financial statements of each individual group REERNEEER 2 MEREE  UZE
entity, transactions in currencies other than the functional BN ELIINER (INE)ET 2B T
currency of that entity (foreign currencies) are recorded in its RHEBEER(NERBFTELE 2 KBR
functional currency (i.e. the currency of the primary economic BrE¥ )RR S A E R ZEETDEHE -
environment in which the entity operates) at the rates of REEER  UIMNESIEZE®IEE &
exchanges prevailing on the dates of the transactions. At EERZERBEHRE o IINERE E KA
each balance sheet date, monetary items denominated in FEZHEMIEE A TFEHBRE -

foreign currencies are retranslated at the rates prevailing
on the balance sheet date. Non-monetary items that are
measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of HEEHIEERREEREEMEEZE
monetary items, and on the translation of monetary items, HEBREEFERTAEBR ©

are recognised in profit or loss in the year in which they

arise.

For the purposes of presenting the consolidated financial MEIGEEMBHREMS » AEEGIHHE
statements, the assets and liabilities of the Group’s foreign BrEERBENREEHERBERR
operations are translated into the presentation currency of SEZ2E¥(BExT) MBEZWA
the Group (i.e. Hong Kong dollars) at the rate of exchange RAXEADRFERATIERRE K
prevailing at the balance sheet date, and their income and FHEBRERLIRERRE » ARALER
expenses are translated at the average exchange rates for T BEAXRSZBEZER - fIELER
the year, unless exchange rates fluctuate significantly during ER(MB)ERIAR/ER 2B LM (E
the year, in which case, the exchange rates prevailing at REEE) c BREBREEENZIERNER
the dates of transactions are used. Exchange differences HEFERNERDRPER

arising, if any, are recognised as a separate component of
equity (the currency translation reserve). Such exchange
differences are recognised in profit or loss in the year in
which the foreign operation is disposed of.

Leasing HE

Leases are classified as finance leases whenever the terms RIERNIESEEEE ZRARKERE KX
of the lease transfer substantially all the risks and rewards EOEETABEAZELN - mEMELNH
of ownership to the lessee. All other leases are classified HI B EERLN o

as operating leases.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leasing (Continued)

Rentals payable under operating leases are charged to
profit or loss on a straight-line basis over the term of the
relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognised
as a reduction of rental expense over the lease term on a
straight-line basis.

Retirement benefits costs

Payments to the defined contribution retirement benefits
scheme are charged as an expense when employees have
rendered service entitling them to the contributions.

Borrowing costs

All borrowing costs are recognised as and included in finance
costs in the consolidated income statement in the period in
which they are incurred.

Share-based payment transactions
Equity-settled share-based payment transactions

Shares issued for acquisition of a subsidiary are measured
at the fair values of the assets and the liabilities, unless
that fair value cannot be reliably measured, in which case
the assets acquired and liabilities assumed are measured
by reference to the fair value of the shares issued with a
corresponding adjustment that has been made to equity.
The fair value of assets acquired and liabilities assumed
are recognised in consolidated balance sheet according to
their nature.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FEEFBER(A)

Financial instruments SRIA

Financial assets and financial liabilities are recognised on the MEEERRASMIASNKRIZITH
consolidated balance sheet when a group entity becomes a Fo ARG EEEBRIPEIRCREE
party to the contractual provisions of the instrument. Financial kemaE sHEERSMEBERLR
assets and financial liabilities are initially measured at fair ATEFE ARBRBTEHEERS
value. Transaction costs that are directly attributable to the AEBE(RERREATERENSHE
acquisition or issue of financial assets and financial liabilities ERERMABEMRN MEEEEZRIK
(other than financial assets and financial liabilities at fair ARBRABRAFTACHREERSHARE
value through profit or loss) are added to or deducted from (MER)2ATEREEHEERSRE
the fair value of the financial assets or financial liabilities, as B(ER) 2 A FENRR - iR ERIRIZ
appropriate, on initial recognition. Transaction costs directly AT ERENCRIEEREREEMS

attributable to the acquisition of financial assets or financial HEEE 2RI HANEAESERER

liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets TR EE

The Group’s financial assets are mainly classified as loans AEEZEREEPEETEAERRER
and receivables. FRIE ©

Effective interest method B EE

The effective interest method is a method of calculating ERFEEATESREE 2 E R
the amortised cost of a financial asset and of allocating RREESHEADBAISEWAZTE B
interest income over the relevant period. The effective BAZERERERE BT TRAFHAR
interest rate is the rate that exactly discounts estimated (ZniE ) B4E B A R B (A 5T R RIE
future cash receipts (including all fees on points paid or SWA(BIEFERRERIE XK
received that form an integral part of the effective interest AR H© RS T AT 35 B 2 3B
rate, transaction costs and other premiums or discounts) BRI -

through the expected life of the financial asset, or, where
appropriate, a shorter period.

Income is recognised on an effective interest basis for debt BETAECZRARERFEEERR o
instruments.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. At each balance sheet date subsequent
to initial recognition, loans and receivables including bank
balances and cash, pledged fixed deposits, accounts
receivable, loans receivable, other receivables and deposits,
loan to a jointly controlled entity and amount due from a
jointly controlled entity are carried at amortised cost using
the effective interest method, less any identified impairment
losses.

Impairment of loans and receivables

Loans and receivables are assessed for indicators
of impairment at each balance sheet date. Loans and
receivables are impaired where there is objective evidence
that, as a result of one or more events that occurred after
the initial recognition of the financial asset, the estimated
future cash flows of the financial assets have been impacted.
Objective evidence of impairment could include:

J significant financial difficulty of the issuer or
counterparty; or

J default or delinquency in interest or principal
payments; or

J it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain financial assets such as accounts receivable that
are assessd not to be impaired individually are subsequently
assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could
include the Group’s past experience of collecting payments,
an increase in the number of delayed payments in the
portfolio past the average credit period and observable
changes in national or local economic conditions that
correlate with default on receivables.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Impairment of loans and receivables (Continued)

For loans and receivables carried at amortised cost, 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. If, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent 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.

The carrying amount of the loans and receivables is
reduced by the impairment loss directly for all financial
assets with the exception of accounts receivable, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss. When a
receivable is considered uncollectible, it is written off against
the allowance account.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FESFBER(A)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability,
or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest
basis.

Financial liabilities

Financial liabilities including accounts payable, other
payables, other loans and amounts due to a joint venturer
and directors are subsequently measured at amortised cost,
using the effective interest method.

Equity instruments

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

Financial assets are derecognised when the rights to receive TRIBEEN BEEWBER & REERE™
cash flows from the assets expire or, the financial assets SemEECEEREENEECEEz SR
are transferred and the Group has transferred substantially EEMBREB RIS AR ERE  BUE
all the risks and rewards of ownership of the financial BR -BUERATHREER  EERE
assets. On derecognition of a financial asset, the difference BHEWRERKEABENE R EDEE
between the asset’s carrying amount and the sum of the BRZE2TRAREENERE - REnE
consideration received and receivable and the cumulative 7 o

gain or loss that had been recognised directly in equity is
recognised in profit or loss

Financial liabilities derecognised when the obligation SREBENEBENMITHEEHER =
specified in the relevant contract is discharged, cancelled SHE R EUETER - FTBUE @ mA &R
or expired. The difference between the carrying amount of HEHEEFRENKEENEZRE  RES
the financial liability derecognised and the consideration H’R o

paid and payable is recognised in profit or loss.

4. KEY SOURCE OF ESTIMATION UNCERTAINTY 4. st FBEMZEERR

In the process of applying the Group’s accounting policies RERA EXHIsil 2 N E B R 5 ER
which are described in note 3, management has made the B EEESELUTHEGESWBHRERF
following estimate that has a significant effect on the amounts BRZEEBREATE 2L - BRE
recognised in the consolidated financial statements. The key #E B EREREEMEELHE - mETE
sources of estimation uncertainty at the balance sheet date, HBEFECEEREBHETRENFHE
that have a significant risk of causing a material adjustment ZEERIR » AT XET ©

to the carrying amounts of assets and liabilities within the
next financial year, is discussed below.

Impairment of exploration and evaluation assets FERR AT EERE

Determining whether exploration and evaluation assets are ERERRERAFTEERAREZTEME
impaired requires an estimation of the recoverable amount EEZUWEESEE AEBRFBEERFT( A
of the assets. The Group relied on the expert to assess the ERARE AR ARG ERS > If
geological prospects for the discovery of oil and gas in the REE A EERMATARAREEZABE X
oil field and estimated the value of oil and gas produced in RREBELGTERE -

the future at a suitable discount rate in order to calculate
the present value.
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CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the equity balance. The capital structure of
the Group consists of equity attributable to equity holders
of the Company, comprising issued share capital, reserves
and accumulated profits.

The Directors of the Company review the capital structure
on a continuous basis. As a part of this review, the Directors
consider the cost of capital and the risks associated with
capital. The Group will balance its overall capital structure
through the payment of dividends, issuance of new shares as
well as the issue of new debts or the redemption of existing
debts. The Group’s overall strategy remains unchanged
from prior year.

ErERER

FEESEREN #BRANNESSE
B LUBRASEET 2 RAEHGEEK
g RERRNEK - REENERRE
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AARESEEHRRNERRE - EFE
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BERE ARETEBIRERE - BITH
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FINANCIAL INSTRUMENTS BT HE

Categories of financial instruments BT BRI
2007 2006
—EELHF —EEREF
HK$’000 HK$’000
F#&xT FH& T
Financial assets — loans and receivables BB EE — R R EWRIE 298,781 177,140
Financial liabilities — amortised costs B B & — B A 194,272 82,456
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6. FINANCIAL INSTRUMENTS (Continued) 6. HMBIAGE
Financial risk management objectives and policies HRRAREERERBE
The Group’s major financial instruments include bank AEEZFESMTIAGERTEERE
balances and cash, pledged fixed deposits, accounts & EERS  BERERER - BRER &
receivable, loans receivable, other receivables and deposits, ENFER EWRESEREFIE - BHER
loan to a jointly controlled entity, amount due from a jointly MREMESER HttEX - BEHSS
controlled entity, accounts payable, other payables, other EREPEREENIE ZEEMIAZ
loans and amounts due to a joint venturer and directors. FRCAEBENERELIRE - EHtES
Details of the financial instruments are disclosed in respective RMITAERAZRAREEMESRKE(E¥E
notes. The risks associated with these financial instruments BEAERRE) FERRBRABESRE
include market risk (currency risk and interest rate risk), credit B o BIRLERBRZBEREANTX - 582
risk and liquidity risk. The policies on how to mitigate these BEERERILZREE  URRERER
risks are set out below. The management manages and B FREUGE B e i o ANEE B R A8 SR Rk B
monitors these exposures to ensure appropriate measures EFERBMER

are implemented on a timely and effective manner. The
Group’s overall strategy substantially remains unchanged
from prior year.

Market risk miE R

Currency risk BEHEkE

Several subsidiaries of the Group have loan to a jointly AEBZzLENBLAREESEATE
controlled entity, amount due from a jointly controlled entity, Mo EWEEATMRIE HMERERX
other receivables and deposits, pledged fixed deposits, bank ki€  SHEAEHER  RITEFRR
balances and cash, amounts due to a joint venturer and & EBNEELELERESFENHAM
directors and other payables denominated in currency other EBAEMRUEBEEER 2 EEG I
than functional currency of relevant group entities which ZEBIEUSREBAEAZIERRR o &
exposed the Group to foreign currency risk. The Group SEEAERREANERBBER - BEEE
does not have a foreign currency hedging policy currently. SERMEHBRERK  WEEE EE
However, the management monitors foreign exchange it G E AR INEE RS o

exposure and will consider hedging significantly foreign
currency exposure should the need arise.
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6.

FINANCIAL INSTRUMENTS (Continued)
Market risk (Continued)
Currency risk (Continued)

The carrying amounts of the Group’s monetary assets and

e B ISR R Y R

BT E(E)
S ER(E)
EumEp(E)

UTATEERE2HRAPUETIELE R

monetary liabilities denominated in United States dollars EERERAENIREE
(“US$”) at the reporting date are as follows:
Assets Liabilities
BE aE
2007 2006 2007 2006
“EELFE ZEERE CZEELE Z—ZERE
HK$°000 HK$’000 HK$°000 HK$’000
THER THER FET TExT
Subsidiaries with functional Bt A& E KK
currency of Australian ) PN
dollars (“A$”) 56,741 - 46,762 -
Subsidiaries with BTREEREY
functional currency A ) NG
of HK$ 6,617 42,809 - —
Sensitivity annalysis BREZH

As HKS$ is pegged to US$, the Group does not expect any
significant movements in the US$/HK$ exchange rates.

The following table details the Group’s sensitivity to a 5%
increase and decrease in US$ against A$. 5% is the sensitivity
rate used which represents management’s assessment of the
reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding denominated
monetary items and adjusts their translation at the year end
for a 5% change in foreign currency rates. A positive number
below indicates an increase in profit where A$ weaken 5%
against US$. For a 5% strengthening of A$ against the
USS$, there would be an equal and opposite impact on the
profit for the year.

BB TEETHY - HEAEEL RE
HER/ BrLEXSFTEAEAEE -

TRFMETE R T L F K T BR5%% 2
EEBRECFE 5% HRELET
EEEHIMNCERHSEAEEE 2T
i o HEED T REIEUINMNEHEZ2EHE
HE  WRFRERIMNEE R Z5%E 8
AREBE - GBOCEHERNERTEE
TT T BK5%EE Z @ FIIg N o R THET
EHE%MmE  HEE=REEHERERE
ReEE -
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FINANCIAL INSTRUMENTS(Continued) MBEIAE)
Market risk (Continued) mizEE (&)
Sensitivity annalysis (Continued) BRE W ()
2007
—EELF
HK$°000
FEx
Profit or loss a5 518 500
Interest rate risk F % 7 fiz

The Group is exposed to fair value interest rate risk in relation
to fixed-rate loans receivable, pledged fixed deposits and
other loans. The Group is also exposed to cash flow interest
rate risk in a relation to variable-rate financial assets of bank
balances, loans to securities margin client and variable-
rate financial liabilities of amounts due to directors. The
Group currently does not have interest rate hedging policy.
However, the management monitors interest rate exposure
and will consider hedging significant interest rate exposure
should the need arises.

Sensitivity analysis

The sensitivity analyses below have been determined based
on the exposure to interest rates for variable-rate financial
assets and liabilities mentioned above at the balance sheet
date. The analysis is prepared assuming the amount of
assets and liabilities recorded at the balance sheet was
outstanding for the whole year. A 50 basis point increase
or decrease represents management’s assessment of the
reasonably possible change in interest rates.

AEENAFENRERETEEREE
REEAEMERREMCENRAR-
AEBTEATESRMBEECRRERITE
7 BERECBMEFTFENRENES
REAZAEERMBABEMHAHRERE
R E R o ANEE IR IR I M AR R R R A g
HE BEEESERFEAKRK  WE
RE EZRREEHEANFIRERE

LU B9S2 47 To 42 PR AE B B LA E At
ZIREEUBEERBBZFREE - It
IMBRBBRNEEHRE2EERER
BEREBFEAEMRR - SORRMZIBRIIA
EEEHANEZAH 2 SERAAEREEH 2
apfh o
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6.

FINANCIAL INSTRUMENTS (Continued)
Market risk (Continued)
Sensitivity analysis (Continued)

If interest rates had been 50 basis points higher/lower and
all other variables were held constant, the Group’s profit for
the year ended 31 December 2007 would increase/decrease
by approximately HK$1,215,000 (2006: increase/decrease
by approximately HK$329,000).

Credit risk

As at 31 December 2007, the Group’s maximum exposure
to credit risk in the event of the counter-parties’ failure to
perform their obligations. In order to minimise the credit
risk, the management of the Group has delegated a team
responsible for determination of credit limits, credit approvals
and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the
Group reviews the recoverable amount of each individual
trade debt at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable amounts. In
this regard, the Directors of the Company consider that the
Group’s credit risk is significantly reduced.

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

The Group has no significant concentration of credit risk on
accounts receivable and loans receivable, with exposure
spread over a number of counterparties and customers.

e B ISR R Y R

MHT R
misEk (&)
HBEDH(E)

MAEHMA B8RS mAREM
WMAS0EY AEER-_ZETLE+
“A=t—BzEMEEEN RS Y
1,215,000/ 7T (=T Z R F @ M, m
#9329,000/&7T) °

FERRE

RZZBEZLF+-B=+—8 > RQAFF
HHBRAZGEERBAMNR S EHF R

TEBSECHACRHEEZER - AF
FEERBRZERE ~A5EEEEECDE
K—HHAEEEEERFER FE2EH
REMEERF  UBRENRE YR HRER
EHIRESTE © I AEEENREEE
HEMESERNE S ERZAWREI 5 - KL
BRATAKRE Z2RBEELEE ZRER
ol RATESRE  AEEZE
B Rk E KIERRE o

HRXZHFERREEREETRESE
TERSEETRZRT  BRBDESZ
FEREBRAR -

AEEWEE KEPEERRNERRR
REWER  BERBRSARBEERF -
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6. FINANCIAL INSTRUMENTS (Continued) 6. HMBIAEM®B
Liquidity risk nBEEER
In the management of the liquidity risk, the Group monitors REBERBESEKE  AEBERRE
and maintains a level of cash and cash equivalents deemed BEEERARUXNAEEEERBIK
adequate by the management to finance the Group’s RERERBTECRERERESIER
operations and mitigate the effects of fluctuations in cash KE - EEREERRITEE2HABRAR
flows. The management monitors the utilisation of bank BRETEREH °

borrowings and ensures compliance with loan covenants.

The Group’s liquidity position is monitored on a daily basis AEEZRBESRIBAEEESAE
by the management and is reviewed monthly by the Directors R WHAQNRNESTAES - TRF
of the Company. The following table details the Group’s IAEEFREEREERRZENINE
remaining contractual maturity for its financial liabilities. BezRDIBREEMEBE(NRELAEE
The table has been drawn up based on the undiscounted BAXREBEBE2RERAMGER) ZRIT
cash flows of financial liabilities based on the earliest date RREREMA -

on which the Group can be required to pay.

Total

carrying

amount at

Weighted Total  31.12.2007
average effective undiscounted R=ZFtF
interest rate Less than 1-3 3 months  cash flows +=A

ML 1 month months to 1 year KBS Er=F
EMRE OR-A -Z=fBf Z@AE-F FEBHE REEz8E

% per annum HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
%EE Thn Tin Tin TEn Tin

2007 “2EtE
Accounts payable [EfTBRZR - 136,459 - - 136,459 136,459
Other payables Hin MR - 5,296 1,150 1,063 7,509 7,509
Other loans HiER 18.0% 5,678 - - 5,678 5,594
Amount due to EfeERatE

a joint venturer HE - 23,174 - - 23,174 23,174
Amounts due to directors B BZF0E 5.1% 21,628 - - 21,628 21,536

192,235 1,150 1,063 194,448 194,272
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6. FINANCIAL INSTRUMENTS (Continued) 6. HMEIARGME)
Liquidity risk (Continued) REBESEE(E)
Total
carrying
amount at
Weighted Total  31.12.2007
average effective undiscounted R=-EFLE
interest rate Less than 1-3 3 months  cash flows +=A

T 1 month months to 1 year ek Er=F
EMRE  OR-A -Z=fF Z@AE-F FEBHE REEz8E

% per annum HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
%S E Thn Thn Tin Tin Tin

2006 “EERE
Accounts payable FEfH R - 78,376 - - 78,376 78,376
Other payables HinEFRR - 3,213 867 - 4,080 4,080
81,589 867 - 82,456 82,456
Fair values AFE
The fair values of financial assets and financial liabilities TREEREREBEZAFEDNRIHE
are determined in accordance with generally accepted RITMERZNER  UBBERERED
pricing models based on discounted cash flow analysis. MAEE RELAICEENEE - S
The Directors consider that the carrying amounts of financial RATHEERSRABBENATEE KE
assets and financial liabilities recorded at amortised cost in AR A GRS B IRR A FIER - RAEE
the consolidated financial statements approximate their fair ZEEH  BEENATFEES

values at the respective balance sheet date.
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7. REVENUE 7. W=

2007 2006
—EELHF —EERE
HK$’000 HK$’000
FHBT FExT
Commission and brokerage REMe 78,784 43,630

Interest income from: RELUTHEE ZREWA :
Clients zF 5,674 3,915
Authorised institutions AT RS 3,765 2,452
Others Hit 112 75
Advisory fee income ST ON 2,165 1,010
90,500 51,082

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. XKRitEZDHE

Business segments ES S|

For management purposes, the Group is currently organised HEEAN  AEEBAH=EKEE5

into three operating divisions, namely, broking, securities AR DR AKLETR  HHERBLSH

margin financing and oil and gas segment. The oil and ERABERAARDE - AHERAARS

gas segment is newly operated during the year ended 31 HIR-_ZEZELF+-_A=+—HEFE -

December 2007 since the acquisition of a subsidiary as set B Ui — R B A B (SR MiEE29) & 2

out in note 29. These divisions are the basis on which the WK o  AEBEUZSEHIMERZ2HREE

Group reports its primary segment information. The principal DEERZEE  ZEER 2 EEEKN

activities of these divisions are as follows: T

Broking — provision of stockbroking, futures FSERE S - RERSZEE B
and options broking and mutual EHEEE - 8§
funds as well as insurance-linked HES  REEE
investment plans and products REFERERE
broking. B

Securities margin ~ — provision of securities margin BEHFERESHE - RERUBFRES

financing financing. mE o
Oil and gas — exploration and production of oil AHRERAR - AHRRXARBEK

and gas. RERE o
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8.

(Continued)

Business segments (Continued)

Segment information about these businesses is presented
below:

Consolidated income statement for the year ended 31

A MR MR

EBRRtED B

S V()

SEXB 2 P EENENT X

BE—FEtFT-A=F+—HILFEZ

December 2007 e BEmarER
Securities
margin
financing Oil and gas
Broking EH Fi#K& Consolidated
BExKE RIESEE AR FoNe)
HK$'000 HK$’000 HK$'000 HK$'000
FHET FET THET FHET
REVENUE g
Segment revenue U 83,962 3,521 — 87,483
Unallocated RE| B 3,017
90,500
RESULTS E
Segment profit (loss) DI =A (E5E) 30,233 2,942 (4,669) 28,506
Unallocated expenses REMBFEXZ (8,758)
Share of profit of FE(R B
an associate DA ZEF 7,216
Share of profit of a jointly ~FE{5& &
controlled entity YN i 545
Profit before taxation BREL B R A 32,509
Taxation Big (3,527)
Profit for the year FERAFEE 28,982
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. XX RESE(E)
(Continued)
Business segments (Continued) XBoE(E)

Consolidated balance sheet as at 31 December 2007

R-BELFLZA=+—HZHESEE

BEX
Securities
margin
financing Oil and gas
Broking EH £BE Consolidated
BiLEKE [KRIESWME RAR oy
HK$'000 HK$'000 HK$'000 HK$’000
FHET T T8t T
ASSETS BE
Segment assets DEEE 206,212 37,048 402,176 645,436
Interest in an associate BN T 2 RS 135,356
Unallocated corporate REMBAREE
assets 5,643
Consolidated total assets #HREEELLE 786,435
LIABILITIES afE
Segment liabilities SHEERE 144,647 4,226 31,971 180,844
Amounts due to directors  FE{IEEFIE 21,536
Unallocated corporate KREBATERE
liabilities 7,325
Consolidated total liabilities #& & E42%E 209,705
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. X¥¥ERi#tESME(#)
(Continued)
Business segments (Continued) XA B(E)
Other information for the year ended 31 December 2007 S : ?gtfﬁ_ﬁ: A=t —HLFEZ
HthE#
Securities
margin
financing
Broking #H Oil and gas Unallocated  Consolidated
Bk RETHE  AHRAAR REB ga
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THRT THL TR THRT
Additions to fixed assets EEEELER 500 - - 7 507
Additions to exploration and  BIRRK fzt
evaluation assets EEER - - 338,308 - 338,308
Amortisation of BYEEEH
intangible assets 6 - = = 6
Depreciation ik 419 - - 46 465
Write back of bad and RBIREN R
doubtful debts (272) (12) - - (284)

Consolidated income statement for the year ended 31

BE—FEANFTZA=Z1+—HILEFEZ

December 2006 e Em a8
Securities
margin
financing
Broking #% Oil and gas Consolidated
BEEKE RESRE BHRRAR FoNe)
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FET FET
REVENUE Wz
Segment revenue pal Ll g 47,451 2,463 - 49,914
Unallocated REIE 1,168
51,082
RESULTS E
Segment profit BalE bl 3,684 1,906 - 5,590
Unallocated expenses REBRFE (8,649)
Share of profit of FE(LEEE N R 2 m A
an associate 9,383
Share of profits of a jointly FE{G&E AT ZiER
controlled entity 49
Profit before taxation % Bl Al 11,373
Taxation credit BiEFT A 47
Profit for the year FEwFFEE 11,420
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. XX RESE(E)
(Continued)
Business segments (Continued) XBoE(E)

R-CEEANFF-—A=+—HEEEE

Consolidated balance sheet as at 31 December 2006

BiEx
Securities
margin
financing
Broking #% Oil and gas Consolidated
RExE RKRESME AHERRAK o)
HK$’000 HK$’000 HK$’000 HK$°000
TExT THET FHET FET
ASSETS EE
Segment assets DEEE 111,517 29,792 - 141,309
Interest in an associate i3 RNC o 123,340
Interest in a jointly EE AT 2R
controlled entity 54
Loan to a jointly BENTEX
controlled entity 34,508
Unallocated corporate REBAREE
assets 7,391
Consolidated total assets #REEEHALE 306,602
LIABILITIES =R+
Segment liabilities PEEE 80,748 2,783 - 83,531
Unallocated corporate REBATIARG
liabilities 2,340
Consolidated total liabilities #& B &4 %E 85,871
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. ¥R EHMESE (&)

(Continued)
Business segments (Continued) XBoE(E)
Other information for the year ended 31 December 2006 ROCEEXNFIT-A=F+—HIEFEZ
B EH
Securities
margin
financing
Broking #% oil and gas Unallocated  Consolidated
mRER RESRE RBRRE RER g4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn Tin Tin Thn Tin
Additions to fixed assets ~ EEEELR 560 - - L 584
Amortisation of intangible & & & #s
assets 6 = = = 6
Depreciation & 678 - - 44 722
Write back of bad RIZERE
and doubtful debs (25) (773) - - (799)
Geographical segments hESE
All of the activities of the broking and securities margin FEEZRERESREEHEXKIIE
financing segments are based in Hong Kong and all of the ERRE MAKEEZAMEWRRRBE

Group’s revenue is derived from Hong Kong. B o
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. ¥R ERHMESE (&)
(Continued)
WESEE)

Geographical segments (Continued)

The following is an analysis of the carrying amount of

segment assets and additions to fixed assets and exploration

and evaluation assets:

UTRADBEEREEEERMBRR M
BERMREEZ DM

Carrying amounts

Additions to fixed
assets and exploration
and evaluation assets

of segment assets EEEER
PEEEREE MR EERR
Year ended Year ended
At At 31 December 31 December
31 December 31 December 2007 2006
2007 2006 HE-ZTtE HE-TITAE
R-ZEZtF RZZEZxF +ZA=t-A +ZA=1+—-H
+=ZB=+-H +=ZA=t-H LEE LEE
HK$’000 HK$'000 HK$’000 HK$'000
FTAEL TER TEL TER
Hong Kong BB 243,260 141,309 507 584
Egypt HBR 346,899 - 338,308 -
Australia M 55,277 - - -
645,436 141,309 338,815 584
9. FINANCE COSTS 9. HMKEH

2007 2006
—EELF —ETREF
HK$’000 HK$’000
FHET F#B T

Interest on borrowings wholly RNEEREEZ

repayable within five years: ERAE :

Bank overdrafts RITEX - 4
Other bank borrowings HARITER 267 229
Amounts due to directors ENESEFIE 142 =
Other loans HihEX 503 =

912 233
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10. TAXATION (CHARGE) CREDIT 10. BHIEHIR)FA
2007 2006
—EETLEF ZEBEREF
HK$’000 HK$'000
FTERT FTHERT
Current tax — Hong Kong Profits Tax BEFHIE — B AR EH (3,447) -
Underprovision of Hong Kong BEFE
Profits Tax in prior years BEFNEGHREBETR - (33)
Deferred tax (Note 20) ELERIE (FiEE20) (80) 80
(3,527) 47
Hong Kong Profits Tax is calculated at 17.5% of the estimated BEBFEH R RBERGTT N EREREF
assessable profit for the year. LA17.5%5T & ©
No provision for Hong Kong Profits Tax had been made HREEREBEERRIM A RZE
in the consolidated financial statements in prior year as FER B R A B & 5T A KA b 5 L IE B
there is no assessable profit arising in Hong Kong or the B BUERLFEREUBERERARE
assessable profit is wholly absorbed by estimated tax losses BREBIRERE o

brought forward.

No provision for profits tax is made in other jurisdictions as HARFEEHMME 2B AT R B ER
the subsidiaries in other jurisdictions have no assessable FoomAl o HUE R E i & 1R BF 1S B R
profits for the year. i o

The taxation for the year can be reconciled to the profit FEZHIE  HEESERTEHRZRBA
before taxation per the consolidated income statement as A ZERMT ¢

follows:
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10. TAXATION (CHARGE) CREDIT(Continued)

11.

For the year ended 31 December 2007
BE-RZLFT A=+ -RLEE

10. HIE(HIER)FHA ()

2007 2006

—EZtHF —EEREF

HK$°000 HK$’000

FEx FTET

Profit before taxation BRE AR R 32,509 11,373
Taxation charge at the Hong Kong LB EBREBZE17.5%

Profits Tax rate of 17.5% FTE 2B (5,689) (1,990)
Tax effect of share of profit FE{LEEE A BDE Al 2

of an associate BgEE 1,263 1,640
Tax effect of share of profit FEiEEE D RERZ

of a jointly controlled entity BB E 95 9
Tax effect of income not taxable for B 78 i3 250 18 T gt 2

tax purpose NP hy 7 826 444
Tax effect of estimated tax losses RER G BEBEEZ

not recognised Bk E (386) (566)
Underprovision in prior years BEFERBTE - (33)
Tax effect of expenses not deductible TRERBIAAEHIRIBA X 2

for tax purpose B E (1,098) (810)
Tax effect of utilisation of estimated REAE TR EEIE

tax loss previously not recognised BRI E 1,462 1,351
Others Hith - 2
Taxation for the year FEZBIE (3,527) 47
PROFIT FOR THE YEAR 1. FERF

2007 2006
—EZtHF —EEREF
HK$’000 HK$'000
FEx FET
Profit for the year has been arrived at  FEZRIE R

after charging (crediting): Gt TFHIFIE :

Auditor's remuneration ZEEM BN £ 1,500 1,110
Contributions to retirement RBER GBI

benefits schemes (BEEEHNA)

(included in staff costs) 576 419
Loss from error trades R ZEE 178 35
Operating lease rentals in respect of BrREEEMEZ

rented premises KLEHYES 5,946 5,070
Share of tax of an associate (included  FE{GE{E D T 2B

in share of profit of an associate) (REELE= DN B 2R FIR) 343 997
Interest income on bank deposits RITIF AR B A

(included in other income) (BEFEEAUA) (533) -
Net foreign exchange loss INEEIBTRE 975 -
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12.

A MR R M EE

DIRECTORS’ REMUNERATION 12. EEME
Lam Nam Ng Chen Kwan Total
Kwok Kwok  ChiKin Wei-Ming Wang Wai aft
Hing Lun David Eric Alan 2007
ERE EBfm RARER R 28R HEE —BTtHE
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$'000
TEL TEL THL THL TEL TR
Fees: e
Independent Non-Executive BUFHITES
Directors - = 50 50 50 150
Other emoluments to HITEZ
Executive Directors: HibEi £ :
Salaries and other benefits HEeRHAMBEF 1,848 1,848 = = = 3,696
Contributions to retirement RIKEF
benefits scheme BEGEN 12 12 - - - 24
Total remuneration A e 1,860 1,860 50 50 50 3,870
Lam Nam Ng Chen Kwan Total
Kwok Kwok Chi Kin  Wei-Ming Wang Wai &
Hing Lun David Eric Alan 2006
ERE Elfm AEER Y=L BEE —BZRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL THRT THRT THRT THET
Fees: we
Independent Non-Executive BYFHTES
Directors - - 50 50 50 150
Other emoluments to HITESZ
Executive Directors: Hini €
Salaries and other benefits HEREAMER 809 809 - = = 1,618
Contributions to retirement RIKEF
benefits scheme STEIHER 12 12 - - - 24
Total remuneration A e 821 821 50 50 50 1,792

During both years, no emoluments were paid by the Group
to the Directors as an inducement to join or upon joining the

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

Directors has waived any emoluments during the year.

REMFEAR  ARERECLEANESHY
EAME - ARSI EMAREEREDF
EHRE - REER  ESWERREM

< -
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13. EMPLOYEES’ EMOLUMENTS 13. EEMS
The five individuals with the highest emoluments in the REER AEBZzhAEHeSHFMALTE
Group included two (2006: two) Directors of the Company EMEB(CEZARFE MB)AQRES
for the year, details of whose emoluments are included in HFMEFBERMEFE121 HEg=F
note 12. The emoluments of the remaining three (2006: (ZEERF  ZR)ALTZHMEWT ¢

three) individuals were as follows:

2007 2006

—EEtLF —EERE

HK$°000 HK$’000

FExT FET

Salaries and other benefits HFeREMER 1,883 1,719

Contributions to retirement RRBERGT B

benefits scheme 36 36

1,919 1,755

The aggregate emoluments of each of these remaining HBR=F2(ZFEFE~F: =ZH5)8E &0

three (2006: three) highest paid individuals were less than A - = Bl £ 42 5819 4 141,000,00078
HK$1,000,000. JT °©

During the year, no emoluments were paid by the Group to REER » AEEBED LA £ ZHE

the above-mentioned individuals as an inducement to join BN E - LAR S| H N A AR B R AE 2 B i

the Group or as compensation for loss of office. BE{E o
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14. EARNINGS PER SHARE 14. BREF
The calculation of the earnings per share is based on the BRABRGRTHHEE

following data:

2007 2006
—EEtF —EERE
HK$’000 HK$’000
FET FHET
Profit attributable to the equity holders ~ AUGTESREARKREHE
of the Company for the purposes pack | o NN P
of basic and diluted earnings per share 8 AE(RERFEE 28,891 11,315
Number of shares
gy 4=
’000 000
T8 TR
Weighted average number of STEERERBRZ
ordinary shares for the purpose ZEBRETHEE
of basic earnings per share 502,037 470,386
Effect of dilutive potential ordinary MERREEEZ
shares arising from placing options BEZBRNEBESE 2,310 1,989
Effect of dilutive potential ordinary AEETEREIREEZ
shares arising from RCPS BELZBERNEETE 25,363 =
Weighted average number of AU E#ER
ordinary shares for the purpose BREF®

of diluted earnings per share TEMEFHIEE 529,710 472,375
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15. FIXED ASSETS 15. EEEE
Furniture
Leasehold Computer and Motor
improvements equipment fixtures vehicles Total
RENFLES EliRE BRREE RE E
HK$000 HK$000 HK$'000 HK$000 HK$'000
ThET THT THT TR THT
COST RAE
At 1 January 2006 RZZEETXE-A-R 700 5,496 4,150 2,132 12,478
Additions A 32 548 4 - 584
Disposals HE - (346) - - (346)
At 31 December 2006 R-EERE+-A=1-H 732 5,698 4,154 2,132 12,716
Additions 'R 289 181 37 - 507
Disposals HE - (61) (183) - (244)
At 31 December 2007 R-BEtE+-A=1+-H 1,021 5,818 4,008 2,132 12,979
DEPRECIATION ik
At 1 January 2006 R=BZx5-f-H 700 4,665 4,014 2,035 11,414
Provided for the year FERME 2 595 77 48 722
Eliminated on disposals it E R 8 - (346) - - (346)
At 31 December 2006 R=EEXE+-A=1-H 702 4914 4,091 2,083 11,790
Provided for the year EERE 15 375 35 40 465
Eliminated on disposals it E R R - (61) (183) - (244)
At 31 December 2007 R=EStE+=A=1-H 717 5,228 3,943 2,123 12,011
CARRYING VALUES REE
At 31 December 2007 R-B2tF+-A=1+-H 304 590 65 9 968
At 31 December 2006 R-EEXE+-A=1-H 30 784 63 49 926
Depreciation is provided using the straight-line method at EEEE T E G AL LT F R ER R AN
the following rates per annum: STEE
Leasehold improvements 20%-33"/3% THEYFEEE 20%-33"/3%
Computer equipment 20%-50% Bi=E 20%-50%
Furniture and fixtures 20%-40% SMREE 20%-40%

Motor vehicles 20%-30% RE 20%-30%
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16. INTANGIBLE ASSETS 16. BLEE

License to use

technical

License and knowhow and

rights to use webtrade

a website and products
trademark FHEE

Trading fE F A5 BiRAEL

rights EREZFFAE RAER Total
RoE REF AR &
HK$'000 HK$'000 HK$'000 HK$'000
TR THT T TR
COST RAE
At 1 January 2006 R=BExE-A-H 50 120,978 7,420 128,448
Write-off i - (120,978) (7.420) (128,398)
At 31 December 2006 and R=FFAFTZA=+-HR
31 December 2007 “ERLET-A=1-H 50 - - 50
AMORTISATION B
At 1 January 2006 RZEExE-A-H 27 120,978 7,420 128,425
Provided for the year FERfE - - 6
Eliminated on write-off OB 5 A - (120,978) (7,420) (128,398)
At 31 December 2006 R-EEXE+-A=1-H 33 - - 33
Provided for the year FERfE 6 - - 6
At 31 December 2007 R-B2tE+=A=t-H 39 - - 39
CARRYING VALUES REE
At 31 December 2007 R=B2LE+=A=t-H 1 - - 1
At 31 December 2006 R=ZBERETZA=+-H 17 - - 17
Trading rights represent two trading rights in the Stock RGEERBERIZMERZERE B
Exchange and one trading right in the Hong Kong Futures EXSHMAERAR(HRMADz2—ERS
Exchange Limited (the “Futures Exchange”). Trading rights T o RZETIRNEF S o

are amortised over nine years.
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17. EXPLOATION AND EVALUATION ASSETS
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For the year ended 31 December 2007
BE-RZLFT A=+ -RLEFE

17. FAREGETEE

Oil concession

rights Others Total
AmBeTRERE Hit aH
HK$’000 HK$°000 HK$’000
FTET TExT FET
COST AND CARRYING VALUES AR EEE
At 1 January 2006 and RZZEZERE—F—H
31 December 2006 RZEEXF+ZA=+—H - - -
Acquired on acquisition WEEMB AR
of a subsidiary (Note 29) ZEE ([iFE29) 310,758 22,884 333,642
Additions 1B - 4,666 4,666
Exchange adjustment SNEAEE 6,502 561 7,063
At 31 December 2007 R-ZEtE+=-A=+—H 317,260 28,111 345,371
18. INTEREST IN AN ASSOCIATE 18. BENTERS
2007 2006
—EELHF —EEXRE
HK$’000 HK$’000
F&T F&T
Cost of investment in an associate BERALMBEATRRE
listed in Hong Kong AN 53,399 53,399
Share of post-acquisition profits kg & (LR A
and reseves &G 38,924 26,908
Discount on acquisition of associate U BE B N B 3T R 43,033 43,033
135,356 123,340
Fair value of listed shares EaiRnAFE 100,997 90,898

The amount represents the Group’s 47.37% equity interest
in ATNT, a company incorporated in Bermuda with its
shares being listed on the Stock Exchange. At 31 December
2007, the issued and fully paid share capital of ATNT was
426,463,400 ordinary shares of HK$0.01 each. ATNT and its
subsidiaries are mainly engaged in electroplating equipment

business. The principal places of operation of ATNT and its

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

Hong Kong and Taiwan.

ZEBENEAEEREMNERIEE 2
47.37% MR - EMNBREE —BRBERE
HMAZ AT EROREERAT L o
R-ZBELF+=-A=1+—8  THNHR
2B BT RAE R 5426,463,4008% =
B SREME0.01ET - DMBARH
MBAREERBSHERMEER - TME
HLHEMBARC EEE MBI ATEA
REME  BEEERAE -
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18. INTEREST IN AN ASSOCIATE (Continued) 18. BE NTER(E)

The following details have been extracted from the audited AR 2 18 T Ei 8% B SR M B 4R 2 I B AR 4R

consolidated financial statements of ATNT: EHSHRE
2007 2006
—ZBELF TEEXREF
HK$’000 HK$’000
FHT FHxT
Total assets EEAZ 583,121 585,247
Total liabilities B ERE (282,779) (311,022)
Net assets EEFH 300,342 274,225
Group’s share of net assets of AREE B L& N ]
the associate FEE 135,356 123,340
Revenue U &5 521,658 632,501
Profit for the year FERF 15,306 19,807
Group’s share of profit of the associate ZANEEEEEE
for the year AN | 7,216 9,383
A A
19. INTEREST IN JOINT VENTURES 19. BREERR
Jointly controlled entity & AT
2007 2006
—BEtLE —EENEF
HK$’000 HK$’000
FET FET
Cost of unlisted investment in FLEHEEAT
a jointly controlled entity (Note) REMAE (FEE) - =
Share of post-acquisition profits W BE % FE (LR A - 54

54
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19. INTEREST IN JOINT VENTURES (Continued) 19. SERELE®W)

Jointly controlled entity (Continued) SEAT(E)

Note: At 31 December 2006, the interest in a jointly controlled entity, iz : R=FBEEAE+=-HA=1+—0 ' 8424
amounted to HK$1, represented 50% interest in the share AEREE M1 T 0 JIIEFirst Energy
capital of First Energy Pty Limited (“First Energy”). During Pty Limited ([First Energyl) Z50%8%
the year ended 31 December 2007, the Group acquired the KiER - R=—EBEELtFE+=-_B=+—H
remaining 50% interest in First Energy and First Energy IEFEE > REBEC WEEE T50% First
became the wholly owned subsidiary of the Company. Energy# i K First EnergyE B2 7

ZE2EMBAT -

On 7 April 2006, the Group through a wholly-owned subsidiary, R-ZEZERFNALH  AEEEBEE
KT Energy, entered into a joint venture agreement with an MEBARSERERE— BB E=FFE
independent third party, Holley International (Hong Kong) BR(EEB)EREAR(ZEY N[z —1BE
Limited (“Holley”), and set up a jointly controlled entity called & 15 5% & & LA5,00058 T AR E K AN B L
Oriental Victor Limited (“Oriental Victor”) with an investment —[EEENT BAEEZGRAT(E
cost of HK$5,000 each. On the same date, Oriental Victor MZx|) e AEIH » EEGKEHEEE A HES
had acquired 50% interest in First Energy with Swiss-Invest B BR A 7 AKX B 178 7t BL4SFirst Energy
Petroleum Group Limited by consideration at HK$1. First 50%2 & © First EnergyEBHEKI B A
Energy, through its investment in a subsidiary, APEL, had FIAPELZRE ER=ZZERFNAT
obtained a concession right from the Egyptian government in + HEB4S LS RE LIRS % K West Esh
relation to exploration and production in the oil field of Block El Mallaha 2&@ @ (I =&HHE 1) 2AH
2 West Esh El Mallaha in Egypt (“Block 2”) on 17 September HEREER Al SEEERRETLY
2006. In respect of this, KT Energy and Holley are required E % B HE #%47,000,000% T(HER
to each contribute approximately a total of US$7,000,000 54,600,0007& Jt ) * #4 $£14,000,0003% JT
(equivalent to HK$54,600,000), with an aggregate amount (£ 54109,200,000/ 7T ) » UIRERE R
of US$14,000,000 (equivalent to HK$109,200,000) by way X FEESE - 1EM48 First EnergyfE
of shareholders’ loan to Oriental Victor which will then be ASZTF_EHHBRREE

advanced to First Energy to enable it to participate in the
exploration and production of Block 2.

On 3 August 2006, the Group acquired the remaining RZBEZERENA=ZH AEEWEE
50% interest in Oriental Victor and Oriental Victor became FWRBRTE0% EEREERHBARD A
the wholly owned subsidiary of the Company. The net ZEENB AR c RIWBHEBSZ2FE
assets acquired at date of acquisition were set out below. EWUT o RIEZFEBE ZHEFirst EnergyZ 5
Pursuant to the supplemental agreement signed on the — B ERVolantfT 25 5] 2 /i s i i > HE
same date between Oriental Victor and Volant, the other Z= 1 & R First EnergyZ I R B 7 H#
shareholder of First Energy, the shareholder loan to be 14,000,0003 Jt j& £7,000,0003 7t ( 48
contributed by Oriental Victor to First Energy was reduced £ 109,200,000 7T & £54,600,0007&
from US$14,000,000 to US$7,000,000 (equivalent to JT) °

HK$109,200,000 to HK$54,600,000).




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
el by Aot s o i E MRS AR A

19. INTEREST IN JOINT VENTURES (Continued) 19. E¥NTER(E)
Jointly controlled entity (Continued) SEAT(E)
The net assets of Oriental Victor acquired on 3 August R-ZBERENA=ZHWRBERERTZFE
2006 are as follows: EWT
FiET
HK$’000
Net assets acquired: Wiz FEE
Interest in a jointly controlled EENTER (FE) -
entity (Note)
Loan to a jointly controlled entity SENTEM 9,332
Other receivables H fth FE UK 13
Amount due from a jointly controlled entity RS & A RFIE 1,983
Other payables and accrued expenses Hit iR R ST & (11,321)
7
Represented by: HUTHRE :
Interest in a jointly controlled entity EENTER 2
Cash consideration paid REREXM 5
7
Cash outflow arising on acquisition, KECRERE
being cash consideration paid ReEREZA 5
Note: The interest in First Energy acquired amounted to HK$1. FiaE : UeEEFirst EnergyfE s HE 1B T ©
On 8 August 2007 and 19 October 2007, the Group RIBEZELENANBRZZEZELETA
through a wholly owned subsidiary, Sky Energy Investment ThB AEEEB—BE2ENBAR
Limited (“SEI”), acquired 99.2% and 0.8% shares of Volant REREFRAB( XERED » 55l
respectively. Volant held 50% interest in First Energy and YEEVolant 99.2% % 0.8%% 17 » Volant$
First Energy became the wholly owned subsidiary of the BFirst Energy 50%#& #= K First Energy
Company as set out in note 29. RARDT 22 EMB DT (FESIAMKEE

29) °
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19. INTEREST IN JOINT VENTURES (Continued) 19. E¥NTER(E)

Jointly controlled operations H[E)HEFI 2T

(a) Jointly controlled operation in Block 3 West Kom Ombo (@) MEKEWest Kom Ombol&3& i H
in Egypt (“Block 3”) (T3&JMH )z HEZHIZH%
The subsidiary of Volant, Pan Pacific Petroleum Volantz [t B 4 &Pan Pacific
Egypt Pty Ltd. (“Pan Pacific’) had entered into a joint Petroleum Egypt Pty Ltd. ([Pan
operating agreement (the “First JOA”) with Groundstar Pacific]) EZGroundstar Resources
Resources Egypt (Barbados) Inc. (“Groundstar’) in Egypt (Barbados) Inc. ([ Groundstar )
November 2006 to develop and produce crude oil in R-BERF+— AT LR EZEER
the oil field of Block 3. Pan Pacific and Groundstar Z(FE—EE]) - REmmMAER
had the participating interest of the Block 3 for 40% 4 7= & A ° Pan Pacific’ Groundstar
and 60% respectively. HSERE S BliEE40%K60%2 S EL

FExR o

Pursuant to First JOA, Groundstar would bear total costs RI55E —E %  Groundstar&iE &
for exploration of Block 3 for the initial US$7,000,000 7,000,0003 Jt( 48 & 7454,600,0005%
(equivalent to HK$54,600,000). Once the total 7C) SEHHEBRZ AR BERA
costs incurred exceed US$7,000,000 (equivalent to #87#7,000,0003% 7t (#8555454,600,000
HK$54,600,000), Groundstar would bear 60% and BT 0 B BR A AN i Groundstar
Pan Pacific would bear 40% of costs according to the Pan Pacific 2E=EHHz =tk
participating interest in Block 3. The profit derived from 5] » BNGroundstar 60%Pan Pacific
Block 3 will first cover the operating and development 40% » AIER B3E HHEFARZZE F
costs and thereafter is shared by the proportion of 40% BEEREINEERBERL
to Pan Pacific and 60% to Groundstar. H 1% Al #£40% % 60% 2 tt 65l 7 &k

Pan Pacifick Groundstar °

The summary of assets and liabilities in the consolidated REGEHMBBRREBREERE —
financial statements in relation to the Group’s interest EHiEcEERSBERZNT :

in First JOA is as follows:

2007 2006

—EELF —EBERE

HK$’000 HK$°000

FExT FET

Assets BE 70,917 -

There was no results recognised in the consolidated HRSEHENAERFEREEER B

financial statements for First JOA since Block 3 is still WHE— B RN S R RE IR
in its exploration stage. RIEEDFEE -
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19. INTEREST IN JOINT VENTURES (Continued)

Jointly controlled operations (Continued)

(b)

Jointly controlled operation in Block 2

APEL had entered into a joint operating agreement
(the “Second JOA”) with Groundstar in April 2007 to
develop and produce crude oil in the Block 2. APEL
and Groundstar had the participating interest of the
Block 2 for 80% and 20% respectively.

Pursuant to Second JOA, APEL and Groundstar would
bear different proportion of costs for exploration of
Block 2. When the total costs incurred for exploration
does not exceed US$9,000,000 (equivalent to
HK$70,200,000), APEL would bear 60% of costs
and Groundstar would bear 40%. Once the total
costs incurred exceed US$9,000,000 (equivalent to
HK$70,200,000), APEL would bear 80% of costs and
Groundstar would bear 20%. Under both scenarios, the
profit derived from Block 2 will first cover the operating
and development costs and thereafter is shared based
on the participating interest, i.e. 80% by APEL and
20% by Groundstar.

The summary of assets and liabilities recognised in
the consolidated financial statements in relation to the
Group’s interest in Second JOA is as follows:

19.

e B IS R R Y R

BEARER(E)

HEHESIERK ()

(b)

R2Em Az HEZR %K

APELEEGroundstarid — 2 & t &
MAFTY—EHARZEEHRE(FE=
HifZE])  ReEHHEEEREER
S# ° APELK GroundstarA2& i [
A BIEE80%KX20% 2 S EfER ©

B ¥ E = B H & APELK
Groundstar& & 1 & b il z2&
HMHEBAERER - BEEE 2 BHKE
B 7R i 189,000,000% T4 &
470,200,000 JT ) * APEL#S &
¥£60%% 2~ K Groundstarf§ & &
40%F R EEEZBHREB
9,000,000 7t (1% 5470,200,000
7 7T ) APEL# & #E80%M A& &
Groundstar& & #£20%5 78 © 7£ KA
FWMERBRT » RE2EHHEZER
BEEREZNEERMERLS
HzAlxESEER LGS - B
APEL 80% X Groundstar 20% ©

RESHBREREIEFLAEER
FEmRCEERABERERNT

2007 2006
—EELHF —EENE

HK$’000 HK$’000

F#&xT FET

Assets BE 275,982 =
Liabilities =L 914 =

There was no results recognised in the consolidated
financial statements for Second JOA since Block 2 is
still in its exploration stage.

HR2EmEDAERBERER - B
WRE ZEHIBET S RS B R
RIEHETRE -
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20. DEFERRED TAX ASSET 20. ELEBIEEE
The following are the major deferred tax liability and asset AEEFTECORAZELEHEEEREE
recognised and movements thereon during the year: RESEHWT :

Accelerated

depreciation Tax losses Total
REHE BEE ‘|
HK$’000 HK$’000 HK$'000
THET THER THER
At 1 January 2006 RZZEZERE—H—H - - -
(Charge) credit to consolidated ~ ANEERBHER
income statement for the year (30BR) A (25) 105 80
At 31 December 2006 R=ZBREF
+=A=+-8 (25) 105 80
Credit (charge) to consolidated ~ ANEERGEEZEHR
income statement for the year A (0BR) 25 (105) (80)
At 31 December 2007 RZE2LHF
+=A=+-AH - _ _
At the balance sheet date, the Group has estimated REER XEEEREAGETHK
unused tax losses of approximately HK$23,456,000 (2006: &5 18 923,456,000 T( = ZEZE XN F:
HK$30,204,000) available for offset against future profits. 30,204,00078 Jt ) 7] {H 3K 8 R RBF o R
A deferred tax asset has been recognised in respect of ZEZEXRF+ZA=+—H " £600,000
approximately HK$600,000 of such losses at 31 December BAREEBEEZELEREEECER
2006. No deferred tax asset has been recognised in respect BREUTERRFGFRE  WARERE
of the remaining tax losses of approximately HK$23,456,000 FRER T #923,456,000/8 T(—FZ /RN F
(2006: HK$29,604,000) due to the uncertainty of future profit 29,604,000/ T ) B BB ZIELEEE ©

streams. Tax losses may be carried forward indefinitely. BEBEERSERELE o
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21. STATUTORY DEPOSITS 21. EEEE

2007 2006
—EEtF —ETRE
HK$’000 HK$’000
FET FTHET

Deposits with: FERR TS AR ZFIE :
The Stock Exchange B3 PR 350 230
The SFC RES 2,100 2,100

Hong Kong Securities Clearing BEBPREEBRAR
Company Limited (“HKSCC”) (THhREHE ] 200 200

Reserve Fund Contribution to HEXRZEEBRAT

HKFE Clearing Corporation (THRAEE D

Limited (“HKFECC”) ZiREEHR 1,500 1,500
4,150 4,030

22. LOAN TO A JOINTLY CONTROLLED ENTITY/ 22. §#ARENR EHREEQARRE
AMOUNT DUE FROM A JOINTLY CONTROLLED

ENTITY

At 31 December 2006, the amounts were unsecured and RIEEARF+ZA=1T—H ZHEE
non-interest bearing. Loan to a jointly controlled entity had KHEEEE - GEARBREEEEER
no fixed repayment terms. In the opinion of the Directors, B - EERAZERTER—FREE -
the loan was not repayable within one year. The amount due EREEARRBBEREREEE - MIE
from a jointly controlled entity was repayable on demand MEHUETIE o

Both amounts were denominated in USS$.

The jointly controlled entity had become a subsidiary of ZEE AT RS MR KRM 29I
the Group as disclosed in note 29 to the consolidated Z ERALEEz—BMELAR - ME
financial statements. Both amounts had been eliminated in BYERBLE—ZEZE+LtF+-A=+—H
the consolidated financial statements for the year end 31 F FERARE BISIRRIEEH o

December 2007.
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23. LOANS RECEIVABLE 23. EER
2007 2006
—EEtEF —EERE
HK$’000 HK$’000
FER F#&T
Fixed-rate loans receivable EEEWER
denominated in functional currency HEEKAET
of Hong Kong dollars 1,806 1,980
Carrying amount analysed REREREZREEDF
for reporting purposes:
Current assets (receivable MENEE(RAZE B
within 12 months from SE+T=EAR
the balance sheet date) Z FEWRERIE) 876 586
Non-current assets FRBEE(HEERRE
(receivable after 12 months SFET-EA%
from the balance sheet date) Z FEWRERIE) 930 1,394

1,806 1,980
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23. LOANS RECEIVABLE (Continued) 23. EWERE)

The fixed-rate loans receivable have contractual maturity
dates as follows:

EERBERZENZHAMT :

2007 2006

—EEtF —EERE

HK$’000 HK$’000

FET FHET

Matured within 1 year —FREIH 876 586
Matured within 1 year and 2 years —FEMEREH 138 464
Matured within 2 years and 3 years MEZ=FRNEIH 73 138
Matured within 3 years and 4 years =EZNEREIE 78 73
Matured within 4 years and 5 years MEZRFREHE 84 78
Matured over 5 years hEBEHE 557 641
1,806 1,980

Loans receivable with an aggregate carrying value of
approximately HK$924,000 (2006: HK$983,000) are secured
by a property located in Hong Kong. The Group is not
permitted to sell or repledge the pledged assets in the
absence of default by the customers.

The effective interest rates (which are equal to contractual
interest rates) on the Group’s loans receivable ranged from
7% 10 9.75% (2006: 5% to 12%). Interest rate term is fixed
at time when entering into loan agreement.

In determining the recoverability of the loans receivable, the
Group considers any change in credit quality of the loans
receivable from the date credit was initially granted up to the
reporting date. The loans receivable with a carrying amount
of approximately HK$1,806,000 (2006: HK$1,980,000) which
are neither past due nor impaired at the reporting date
for which the Group believes that the amounts are with
good credit quality. Therefore, no provision is considered
necessary.

#H B 49924,0008 T( =BT AN F:
983,00078 7T ) Z B E R TI A& BEEIE
BER - AEBTREFETFREER
EXRBEHNBEFCEANEE -

FAEERBNERZERFR(HEREN
FR)H7% E9.75% FE(ZEZRF .
5%Z12%) o FIEZ RN L E XK=
BFEEE ©

REETRKERZ TIRE#KER  ~NEE
EEERYAREEERHEEZEHRKA
HitvERWEREEEZ 2EEL - KB
3R A - BREI{E491,806,000/8 T(==
T 754 11,980,000 7T) 2 FEUWN E FRIE 3E
BERNTEERRBE  MAKEHEEE
BENRZEHEEERZRT - Bt BE
ZTRELE®E -
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24. ACCOUNTS RECEIVABLE 24. FEWIR

2007 2006
—EEtF —EERE
HK$°000 HK$’000
FBxT FET
Accounts receivable comprise of: EWRREFETHIEE :
Accounts receivable arising from the BEERSFEBEE
business of dealing in securities: Z FEURBRSR ¢
— Cash clients -BHeEF 23,438 18,774
Less: Allowance for doubtful debts IR @ REREREME (278) (1,612)
23,160 17,162
- HKSCC —HRER 28,054 1,778
Accounts receivable from HKFECC EEHEENER
arising from the business of FRESE 2B
dealing in futures contracts HA R AL E R 8,154 6,443
Loans to securities margin clients HEREEHERFER 29,478 37,037
Less: Allowance for doubtful debts kR - RIFRBE - (12,187)
29,478 24,850
Accounts receivable arising from R RS TS
the business of providing P 4 2 FEULBR TR
corporate advisory services 210 260
89,056 50,493

The settlement terms of accounts receivable from cash
clients, HKSCC and HKFECC are usually one to two days
after the trade date. Except for the accounts receivable from
cash clients as mentioned below, the accounts receivable
from HKSCC and HKFECC aged within 30 days.

Loans to securities margin clients are repayable on demand
and bear interest at prevailing market rates. In the opinion
of the Directors, no aged analysis is disclosed as the aged
analysis does not give additional value. The loans are
secured by pledged marketable securities at fair value of
approximately HK$163,071,000 (2006: HK$139,433,000).
The Group is not permitted to sell or repledge the pledged
asset in the absence of default by the customer.

The Group does not provide any credit term to its corporate
advisory clients and cash clients. The aged analysis
of accounts receivable arising from these clients is as
follows:

BEREEF » PREERMREERNK
ZHEEHRARZAHPE-—ZE=R - RT
MRz RERFREIRARIN - PRERE
R HA R A5 5 2 FE W BR RO BR 82 29 /BOK
A o

HERBETMETFERARBAEER
BRIMENRFAENES - EERR - H
RERE DT R - F UL E AR
EARE - ERUR RTS8 FEER -
H A F{E#163,071,000% T (= Z F X
% 139,433,000/ 7T ) ° ANEE T HARF
ERFPREERERKELNBIRIFCIE
HHNEE -

REEWEACEBREAZTFRESEFIR
HEEH - HtEFEL 2 BRRRER
mr
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24. ACCOUNTS RECEIVABLE (Continued) 24, BEWER (&)

Accounts receivable from corporate advisory clients TEEREF ZBRIERER
2007 2006
—EEtF —EERE
HK$’000 HK$’000
FEx FHET
0 to 90 days ZZHh+H 110 25
91 to 180 days h+—=Z2—8N\+H 100 25
Over 180 days ZR—B/N\t+H - 210
210 260

Accounts receivable from cash clients ReREF ZREWERR

2007 2006
—EEtF —EERE
HK$’000 HK$’000
FTER FHET
0 to 90 days ZZh+H 21,442 16,885
91 to 180 days h+—Z—8FN\+H 1,718 277
23,160 17,162

In the opinion of the Directors, there are no accounts
receivable from corporate advisory clients and cash
clients impaired at 31 December 2007 and 2006 because
the Directors believe that the amounts are considered
recoverable. About 98% of the carrying amounts are
subsequently settled.

ESTRBHTWE - BRER-2ERF
E-Z2ZLF+-A=+-HAENELE
BREFPRREEF 2 BRUWRARIERER
15 - 98% 2 REENEHE A REE -
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24. ACCOUNTS RECEIVABLE (Continued) 24, EWERR (&)
Movement in the allowance for doubtful debts of cash HeEFRERBEZEE
clients
2007 2006
—BELHF —EERE
HK$’000 HK$’000
F#&xT FE&xT
Balance at beginning of the year FHEE 1,612 1,643
Impairment losses recognised EWREREEE
on receivables TR 3 56
Amounts written off as uncollectible TEEUR [E 2 AR EE (1,062) (6)
Amounts recovered during the year 7R £ FE B 3 (275) (81)
Balance at end of the year FARHEE 278 1,612

Movement in the allowance for doubtful debts of margin REBESMEEFRERBE ST

clients
2007 2006
—ETtHF —EEREF
HK$°000 HK$’000
FET FET
Balance at beginning of the year FHHEE 12,187 12,960
Amounts written off as uncollectible TeEW B = i AR 5 (12,175) =
Amounts recovered during the year IR B (12) (773)

Balance at end of the year FREE - 12,187
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24.

25.

ACCOUNTS RECEIVABLE (Continued)

Included in the allowance for doubtful debts of margin
clients are individually impaired accounts receivable which
have been in severe financial difficulties. The amount was
arrived after considering the proceeds from disposal of
respective pledged marketable securities held by the Group.
The allowance would be written off as uncollectible if the
amounts are not recovered in one year subsequently.

In determining the recoverability of the accounts receivable,
the Group considers any change in the credit quality of the
accounts receivable from the date credit was initially granted
up to the reporting date. The concentration of credit risk is
limited due to the customer base being large and unrelated.
Accordingly, the Directors believe that there is no further
credit provision required in excess of the existing allowance
for doubtful debtors.

PLEDGED FIXED DEPOSITS, BANK BALANCES
AND CASH

Pledged fixed deposits (general accounts)

The Group had pledged fixed deposits of approximately
HK$8,541,000 (2006: HK$8,165,000) to banks to secure
general banking facilities granted to the Group. The pledged
fixed deposits carry interest rates ranging from 3.1% to 4.4%
(2006: 3% to 5%) per annum and will be released upon the
expiry of the relevant banking facilities.

At 31 December 2007, the Group had also pledged fixed
deposit of approximately HK$54,600,000 (2006: nil) to a
bank for issuance of a bank guarantee which is requested
by the Government of Egypt in relation to the oil and gas
exploration and production business in Egypt. The deposit,
denominated in US$, carry prevailing market interest rates
ranging from 4.7% to 5.3% per annum and will be released
upon the start of oil production.

24.

25.

FINANCIAL STATEMENTS

e B IS R R Y R

FE U B R ()

RESEFRERBERE-—EEHRE
Bt DR PR 8 o {8 B R (B FE W BR SR © SR ER IR
HEREESE 2R SRS
HETE - BB HEEEIRN -FAKRE
B R B A LA = 5 s o

AEBREERUERT 2 T HEE -
EERHYAREEEANEEEREKA
Mtz BYSRREEER 2 EARL - =
ERBeETRERAR NHREFAE
MEARYERE - Fit - ESHERE
BAFHRBRBEUSN ZE-SEER
&

EEAERER  RITEERAE

EEAEHMFER(—RIRS)

AEERRESEFAEE 2 —RIBTRL
EmMBARTEEHZERTHERIR
8,541,000 ;T (= Z & X § ! 8,165,000
BI) c BIRHEBRERZHNENTFEF
31%Z4.4% (ZZZERF : 3% E5%)
BRERBRITREZBEMR o

R-ZZ2LF+ A=+ -RBAKEE
BRRABRRARBRR EERRREK
FF 3R A LARR SR SR AT (R 3% (01 SR AT 1F th iz 3K
#E B 17 ;X 4 554,600,000 T (= FF
NEHE)  FRUERIERBRITHES
RN FEF4.7%25.3%I 1% R A b
IR ERARR o
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25. PLEDGED FIXED DEPOSITS, BANK BALANCES
AND CASH (Continued)

Bank balances (trust and segregated accounts)

From the Group’s ordinary business, it receives and holds
money deposited by clients in the course of the conduct of
the regulated activities. These clients’ monies are maintained
in one or more segregated bank accounts and bear prevailing
market interest rates ranging from 1.5% to 3.5% (2006:
1.2% to 3.2%) per annum. The Group has recognised
the corresponding accounts payable to respective clients.
However, the Group does not have a currently enforceable
right to offset those payables with the deposits placed.

Bank balances (general accounts) and cash

The amounts comprise cash held by the Group and short-
term bank deposits carry prevailing market interest rates
ranging from 0.8% to 2.1% (2006: 1.2% to 3.2%) per annum
with an original maturity of three months or less.

26. ACCOUNTS PAYABLE

For the year ended 31 December 2007
BE-RZLFT A=+ -RLEFE

25 EEHERER RTEFEEES

(&)
RTEF(EERBILERF)

REFAEEZBEER  ~EEETIE
ETEMBBRLFEEREFZER - Z5%
FRRIEREFE—ERZEBELRTRS
WAERRITHEFNENTFEF15%
£35% (ZEBEXRE  1.2%F3.2%)51E
ZAE - REFECHEARE 2ENERS
B2 BRFR o {BZRE B3R B BT AT
IR S RATERK ©

RITHEE(—RRF)RES

WEHERAEERZE2HERBITHE
FENFEE0.8%E2.1% (ZEERE !
12%E3.2%):stEX VR =B 2 2=

HSRITIERK ©

26. EMNRRR

2007 2006
—EEtF —EERE
HK$’000 HK$’000
FTER FET
Accounts payable to cash clients arising BE&HSX£IEELE
from the business of dealing BHBEEERF ZRX
in securities 116,269 65,847
Accounts payable to clients arising EENESNEBMESE
from the business of dealing BHERF ZR&K
in futures contracts 15,964 9,746
Amounts due to ENHFRBEHERF
securities margin clients Z I8 4,226 2,783
136,459 78,376

The settlement term of accounts payable to cash clients is
two days after the trade date and aged within 30 days.

EAREEF2EEHRARZ BHER
H » HEREZA30KA °
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26.

27.

ACCOUNTS PAYABLE (Continued)

Accounts payable to clients arising from the business of
dealing in futures contracts are margin deposits received
from clients for their tradings of futures contracts on the
HKFECC. The excess of the outstanding amounts over
the required margin deposits stipulated by the HKFECC
are repayable to clients on demand. In the opinion of the
Directors, no aged analysis is disclosed as the aged analysis
does not give additional value.

Amount due to securities margin clients are repayable on
demand. In the opinion of the Directors, no aged analysis
is disclosed as the aged analysis does not give additional
value.

The accounts payable amounting to approximately
HK$100,994,000 (2006: HK$61,936,000) was payable to
clients and other institutions in respect of the trust and
segregated bank balances received and held for clients in
the course of the conduct of regulated activities. However,
the Group does not have a currently enforceable right to
offset these payables with the deposits placed.

OTHER LIABILITIES

Other loans represented loans borrowed from third parties.
The amounts are unsecured, interest bearing at 18% per
annum and are repayable on demand.

Amount due to a joint venturer is unsecured, non-interest
bearing and is repayable on demard. The amount is
denominated in US$, a foreign currency other than the
functional currency of relevant group entities.

Amounts due to directors are unsecured, interest bearing
at prime rate minus 2.5% per annum and are repayable
on demand. The amount of approximately HK$16,465,000
is denominated in US$, a foreign currency other than the
functional currency of relevant group entities.

26.

27.

e B IS R R Y R

FEAS R ()

EERESNEBELRNEFRZR
R NEREFEEMRAHMESNZR
HBE - MEEREBRPRMREZREE
BReBh 2B ARBAQOEFHEE -
EERR BRREIONMLESE - FHit
I F A LA AR AR o

BNREZREBEHETF 2IE - ARE
HEE - EE2RD ARKRROTLEES
% 0 FUC IS E R E A HE o

HETZEESTBMUBREEEFRA
HEBRIE  WREEETERBIBRTR
F ) FE {3 BR FX 49 5100,994,0005% jT( =
ZTEZNE 161,936,000/ 7T) o BAREE
I AT A | E RS2 SRR

e

H o fE S 7RE
HERRRAFE=ZEBAZENK - &N
THEER  MRDBBF18%RNERKE
= o

BREEKECENERBERRERR
BEEERY - ZREUEREEER 2
EEEWLUININ2BERTIE -

ERESREEREAR FXEESFEH
BEERNERH25%EREREEE - &
16,465,000 TREUEBEEEEE 2 &
BEBZIBEETIE -
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28. SHARE CAPITAL

28. kA

Number of shares

g 4=
000 HK$’'000
TR FTHET
Ordinary shares of HK$0.10 each BREE.10B T2 EER
Authorised: EERA -
At 1 January 2008, “ZERE-HF—HB-
31 December 2006 and —EERFETZA=tT-HEK
31 December 2007 —BBtF+=A=+-H 1,000,000 100,000
Issued and fully paid: ERITRHAZRA :
At 1 January 2006 and RZBEERE-HF—H 460,000 46,000
Placing of shares (Note 1) HREE (FEE1) 17,000 1,700
At 31 December 2006 R=BERE+=A=+—H 477,000 47,700
Exercise of share options (Note 1) AIRRETRE (M) 11,400 1,140
Issued for the acquisition of the TR U VolantE 31T
issued share capital of Volant (Note 2) BRAZRE (FiEE2) 36,807 3,681
Issued for conversion of RCPS (Note 2) BTROEBERERRRELR (MEF2) 68,355 6,835
At 31 December 2007 R=ZZ2t&+=A=t—H 593,562 59,356
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28. SHARE CAPITAL (Continued)

Notes:

(1)

()

Pursuant to the meeting of the Board of Directors of the
Company held on 7 April 2006, the issue of 17,000,000
new shares of HK$0.1 each for cash at HK$1.73 per share
by the way of placing was approved and the new shares
were allotted to independent third parties (“the Placees”)
on 23 May 2006. The proceeds were used to partly finance
the funding commitment of US$7,000,000 (equivalent to
HK$54,600,000) for the oil field in Egypt.

Pursuant to the terms of the placing agreement, the
Company has also agreed to grant an option to each of
the Placees to subscribe for the shares of the Company
up to an aggregate of 17,000,000 shares at an option
exercise price of HK$1.85 each during the option period
of one year and 11,400,000 options were exercised in the
year of 2007. 11,400,000 new shares of HK$0.1 each were
issued at HK$1.85 per share. The remaining options were
lapsed on 23 May 2007.

On 8 August 2007 and 19 October 2007, 36,516,258 and
290,345 new shares of HK$0.1 each were issued for the
acquisition of Volant respectively. On 21 December 2007,
all the RCPS were converted into 68,355,009 new shares
of HK$0.1 each.

A MR MR

28. RA(4E)

Fff 5

(1)

)

BER-ZEARENALHAETZEAL
FAlzEEeeH  MEURESRA T
£ 10.178 Jt 217,000,0008% %7 BZ 1 -
DB ESER1.73E T - ZHRER
CEERFREATZ=HOBIYE=E
(TEBADGRSE - ZRXBEBDAES
R % & i A 27,000,000% T ( 18 % R
54,600,000 7T ) & S H&IE °

REREHBE 2GR AAFATEER
BRAEARHRARE RAEH -—FNR
R FEHA RS 0 LA 5 R 1.8578 T R IR FE 1T
fF BB 23Z17,000,00008 Z & A 7]
BZ 19 $ 11,400,000 RREC R =-EZ
L E 176 - B8%0.1%8 T 211,400,0008%
HRMUER1.858 LT HHAR
BEER-ZEZtHFRA=-+=HKIL -

RZZEZLtFNANBER=ZZTZLF+
B+hA - 255 REVolanti T HE
& 180.178 Jt 236,516,258/1% }290,345
BHFE - R=TFLtF+=HA=+—
B EAEETRRELREERA
68,355,009h% 5 IR EH0.178 T Z B} °
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29. ACQUISITION OF A SUBSIDIARY 29. WEKHEBLQA
On 8 August 2007, the Group through a wholly owned R=ZZEZLFENANA AEEBEE—
subsidiary, SEI, acquired 99.2% shares of Volant by issue of BE2EMBARREREUETAAA
0.2121 share of the Company and 1 RCPS of the Company 0.21215% B% 17} 10% 7 B& [2] 7T 32 A% 12 55 A%
for each share of Volant. On 19 October 2007, the Group HEU R Volanti D » WEEVolant 99.2%8%
acquired the remaining 0.8% shares of Volant. Through the B R=ZBFELFE+ATNA  KEEIK
acquisition, the Group also acquired the remaining 50% B&Volantfk T50.8% % 17 ° EB UL ULEE »
interest of First Energy and First Energy became the wholly & 8 75 U BB First Energyfk T50%7HE 2 37
owned subsidiary of the Company. First Energyll AR AR 22 EMB AT o
The principal assets held by Volant are exploration and Volantz T EEEABARRMGFTEE > &€
evaluation assets, including oil concession rights. Hence, the FERRISATEERE - At EEVolantz &
acquisition of entire interest of Volant has been accounted EEEUNEEEREEEEANR
for as acquisition of assets and the related liabilities:
HK$'000
THET
Exploration and evaluation asset — oil concession rights BRI EE — AihSHEEE 310,758
Exploration and evaluation assets — others Rt EE - Hitt 22,884
Other receivables, prepayments and deposits HitEWFIE - BRKkEE 1,045
Pledged bank deposit BHEATHER 55,198
Bank balances and cash RITEFRASE 1,188
Other payables and accrued expenses HitENFRIERESER (6,031)
Other loans HitE% (5,242)
Loan from ultimate holding company BRERDREN (14,637
Amount due to a joint venturer ENEELENRNE (22,733)
Amount due to a subsidiary of the Group ENAEEZ—RBHEARTE (41,118)
301,312
Minority interests PERFRES (80,668)
220,644
Represented by: (S
Share issued (Note 28) R1DET (HiEE2s) 85,787
Shares issued for conversion of RCPS BATU A T BB ) R PR B S IR 128,507
Interest in a jointly controlled entity RENEER 599
Directly attributable costs HEEEERA 5,751
220,644
Cash (outflow) inflow arising on acquisition: WEEEZRE (RE) RA:
Directly attributable costs BEEERR (5,751)
Bank balances and cash acquired KE2RITEFRRE 1,188
(4,563)
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29.

30.

ACQUISITION OF A SUBSIDIARY (Continued)

Pursuant to the bidder’s statement dated 8 November 2006
and replacement bidder’s statement dated 1 December
2006 issued by SEI (the “Statements”), the Group acquired
the entire issued share capital of Volant by issue of 0.2121
share of the Company and 1 RCPS of the Company for each
share of Volant. According to the terms of RCPS stated
on the Statements, the Company has an option to either
redeem each RCPS by cash at US$0.1056 (equivalent to
HK$0.8237) or convert each RCPS to 0.3939 Company’s
share within 120 days from date of issuing RCPS.

On 8 August 2007, 36,516,258 new shares of HK$0.1
each and 172,165,124 RCPS were issued for acquisition of
99.2% shares of Volant. On 19 October 2007, 290,345 new
shares of HK$0.1 each and 1,368,604 RCPS were issued
for acquisition of the remaining 0.8% shares of Volant.
On 21 December 2007, all the RCPS were converted into
68,355,009 new shares of HK$0.1 each.

The cash outflow arising on acquisition of a subsidiary for
the year ended 31 December 2006 is disclosed in note 19
to the consolidated financial statements.

OPERATING LEASES
The Group as lessee
The Group made minimum lease payments under operating

leases in respect of office premises of approximately
HK$5,946,000 (2006: HK$5,070,000) during the year.

29.

30.

FINANCIAL STATEMENTS

e B IS R R Y R

W s B BB X B (4)

BRER=-ZZRF+—AN\BZHRREE
HRAERER-ZZERF+-_A—HZ
BABRBREBRH(BH]  AEEEBR
F R Volantfz 7 8 170.2121 R A2 7 B& 7
RARQA TR A EE AR RE LR - Wi
Volantz 2 E BTRA(KRESE]) -
IRIZEBAFTRRIL - AR T RRELK 2
R RNATAREBTAEE TRRER
EH#%1208 - #E110.1056= T (HHE R
0.8237/#8 7T ) 2 ] € = L10.3939K A 7] Z
IR T EE A RRE LR o LLER
AIRRE LR o

R=ZZEZELFE/\ANAB  EFUWKEVolant
99.2%8% 13 % 1736,516,2581% 5 i% [ {20.1
B IT 2 FT IR} 172,165,124 7] B B ] 2 AR (2
ER -R=-ZZFELFETATNAH  EFRK
fBVolanttf T 0.8%M% 1785 17290,345 R T Ik
E{B0.178 7t 2 3 It 52 1,368,6044% 7] f& [
ARBRELER R=ZZtF+-—-B+h
B AEAERTRRELERCERAES
IR TE{E0.178 7T 268,355,009 R FHT A7

CERAFEF AT -HAKREBHEBAR
EEZRERENGE M BHRRM 198

& o

RERn

AEBEREBA
AEERFERBRAZMELERIXM

ZEIKHE L 5 #5,946,0008 T (=N
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30. OPERATING LEASES (Continued) 30. KREHELHE)
The Group as lessee (Continued) AEBESEBEANE)
At the balance sheet date, the Group had commitments REER  REBEERBEEMEZTH
for future minimum lease payments under non-cancellable EHEKERY  ET BN RRZE
operating leases in respect of rented premises which fall e

due as follows:

2007 2006

—EELF —EERE

HK$’000 HK$’000

FTERT THERT

Within one year —FRw 1,243 5,384

In the second to FEERF

fifth years inclusive (BIEEEWE) - 1,225

1,243 6,609

Operating lease payments represent rentals payable by the REAONBEREER B AEYEEN

Group for its office premises. Leases are mainly negotiated ZEE - HATERTFIMEHRER - M
for an average term of two years and rentals are fixed for REGMERNZELIEE °

an average of two years.
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31. CAPITAL COMMITMENT 31. EREE
2007 2006
—EEtF —EERE
HK$°000 HK$’000
FET FET
Capital expenditure in respect of BB ERFER MG
the acquisition of exploration EECEENEBBERET
and evaluation assets contracted RERE M EIRERBE
for but not provided in ZEREZ
the consolidated financial statements 6,630 -
Capital expenditure in respect of BRBERRER MG
the acquisition of exploration EECREEBEEREN
and evaluation assets authorised ZEREX
for but not contracted for 8,899 —

According to the concession agreement signed by Pan
Pacific on 17 September 2006 regarding the exploration of
Block 3, Pan Pacific is committed to acquire further seismic
data and spend not less than US$3,000,000 (equivalent
to HK$23,400,000) during the initial two years, drill two
wells and spend not less than US$4,000,000 (equivalent
to HK$31,200,000) during the subsequent three years,
and drill two wells and spend not less than US$5,000,000
(equivalent to HK$39,000,000) during the last three years.
The sharing of exploratory costs between Pan Pacific and
Groundstar is explained in note 19(a).

According to the concession agreement signed by APEL on
17 September 2006 regarding the exploration of Block 2,
APEL is committed to drill three wells and spend not less
than US$7,000,000 (equivalent to HK$54,600,000) during
the initial three years, drill two wells and spend not less than
US$5,000,000 (equivalent to HK$39,000,000) during the
subsequent three years, and drill two wells and spend not less
than US$4,000,000 (equivalent to HK$31,200,000) during
the last two years. The sharing of exploratory costs between
APEL and Groundstar is explained in note 19(b).

IRIEA—ZZ-F N A+t HPan Pacific
HEERMNEHHBARZIETELEHZ
Pan Pacifici &% BUE — 25 R 215 R 1
9H = F 1 B 1 2 148,000,000 T (1H &
723,400,000 T ) @ SEER R O 0 H 3 A
H#% = F7 8T 2 14,000,000 7t (4
£ 731,200,000 t) - RARE=FE
W O i # & 76 & 1 2 745,000,000% 7T
(H%139,000,000/7T) ° Pan Pacifick
Groundstar? ¥& 2 4 7 Ak A Eo 45 53 2 A Ff
F19(a) °

BIER=_ZZRFNATLHAPELEE
FAR2E MBI R Z ST K& 1% © APEL
AEER=ZOFATREB=FRERD
#7,000,0003 Jt ( 48 % 754,600,000
7o) REZ=FHEEMOBALEETR
4 145,000,0003% 7t (8 5 7439,000,00078
TIRRBREMEELRBM O RALEETR
4>744,000,0003 7t (482 7431,200,0007%5
7T ) ¥ APEL K Groundstar & 2 4 B B A
Ee I A BT EE19(D) ©



Karl Thomson Holdings Limited Annual Report 2007

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e R AR B A RECEEURIAS I RN

32. SHARE BASED PAYMENT TRANSACTIONS 32. REX[IXRS

Pursuant to the Share Option Scheme (the “Scheme”) RERAABNR-ZZENFEFAALtHZRE
adopted by the Company at the annual general meeting held AFREFERMZARETE([RIRES
on 7 September 2004, the Board of Directors of the Company 2 ARAEESEUHEEEAAAR
may at its discretion, invite any employees (whether full- HEMKMBAREAEE(THEEBR
time or part-time), executives or officers of the Company FE)  TRAERSABE (BEATR
and any of its subsidiaries (including Executive and Non- FHITES)  UREQATEZTERAHHS
Executive Directors) and any business consultants, agents, BRE LY AR B EAEMHE D FHFR
financial or legal advisers who the Board of Directors of B2 EMEKRER - 32 - BiSgEE
the Company considers will contribute or have contributed BEE(SEK2HEE])  EZIRREUR
to the Company or any of its subsidiaries (the “Eligible BAARRG - AREFEEERBEE
Participants”), to take up share options to subscribe for BB EHE - RRETERKR=-Z—TER
shares in the Company. The purpose of the Scheme is to B7<BI&Em °

provide incentives to the Eligible Participants. The Scheme
will expire on 6 September 2014.

The subscription price for shares under the Scheme will be a RBREFE T ZROIBE  HALLH
price determined by the Board of Directors of the Company EESEE2EE  BEERETIH
but will not be less than the highest of: (i) the official closing T=ZFEZEEE  ()REATOEEKS
price of the Company’s shares as stated in the daily quotation HERHRAREEB (LA > B
sheet of the Stock Exchange on the date of the Company on 8 ARERARARBRMG ZEX KT
which the share option is offered to an Eligible Participant B (WWEEREBHAIEEEER @ B
(“Offer Date”); (ii) the average of the official closing prices RERBRERMTAARARRND ZFHIE
of the Company’s shares as stated in the daily quotations N HE ; UR(i)AA R KM ZEE -

sheets of the Stock Exchange for the five business days
immediately proceeding the Offer Date; and (iii) the nominal
value of a share of the Company.

There is no minimum year for which a share option must be 35BS N 4 AR TE R AR M A B AT (R AL B
held before it became exercisable. Share options granted EREFH CRHZARE  RAQEH
are exercisable at any time during the exercisable year EESEEZATEEERAMERT T

determined by the Board of Directors of the Company. i o
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32. SHARE BASED PAYMENT TRANSACTIONS 32. REXARXZF (&)

(Continued)

The maximum number of shares in respect of which share
options may be granted under the Scheme is 46,000,000
shares of the Company, being 10% of the issued share
capital of the Company on the date on which the Scheme
was approved. The maximum number of shares in respect
of which share options may be granted to any Eligible
Participants, shall not, when aggregated with: (i) any share of
the Company issued upon exercise of share options or share
options under other schemes which have been granted to
that Eligible Participant; (ii) any share of the Company which
would be issued upon the exercise of outstanding share
options or share options under other schemes granted to
that Eligible Participant; and (iii) any cancelled shares of the
Company which were the subject of share options or share
options under other schemes which had been granted to and
accepted by that Eligible Participant, in any twelve-month
period up to the Offer Date, exceed 1% of the number of
shares of the Company in issue on the Offer Date.

The acceptance of a share option, if accepted, must be made
within 30 days after the Offer Date with a non-refundable
payment of HK$1 from the grantee to the Company.

No share option has been granted under the Scheme since
its adoption on 7 September 2004.

RIBEZRIAERT BT 7 RER 2 RREFTY
Rz&e K72 A 546,000,000 2 A 7]
R BARBRRMERRESFEERZ
EEBITRA10% - EERH BHIEEM+
“EAHE  FMEEKRSEEEER
RRESEz&ERDBE  BEHUT
=EREERE  BETBBARQTARKE
A2 BITROBE 21% : ()BITER
B RERTEZSERSRECERE
st BT 2 RREME BT AR EEM
Btp 5 (i) RATERITERKRE - HETE
ZEERZHEECERAMITET 2RR
RS T 81T 2 AN D BMEIIRAD 5 LA (iii)
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33. RETIREMENT BENEFITS SCHEMES 33. ERIKBEFFTE

Mandatory provident scheme ( the “MPF Scheme”) BEMAESE((EESFTE)

The Group has operated a pension scheme under the rules REBHEDIESFERABTE  ~EE
and regulations of the Mandatory Provident Fund Schemes ERERTIEAB ST BRI 2R RH
Ordinance after the implementation of the Mandatory Provident BB EEHE o BERFEIZEE -
Fund Schemes Ordinance. The assets of the MPF Scheme DARRBIEEESAER - AEEE
are held separately in an independently managed fund. BRREEIERKRE  REEREEZ
The Group has followed the minimum statutory contribution BRABWAS%EHERR - HRREER
requirement of 5% of eligible employees’ relevant aggregate RSB RTERAIR -

income. The contributions are charged to the consolidated
income statement as incurred.

Superannuation AEEGE

The Australian subsidiaries operated a pension scheme, BENMBAREEZENKRE S AES
Superannuation, which has a compulsory element whereby T8 HREFzatEoREREER
employers are required by law to pay a proportion of BEpfn—EAAESHEXZ M EEZE S
employee’s salaries and wages (currently nine percent) RIEZE—Batk(BRIAEBDIZN)
into a superannuation fund, which can be used when the WA EERKEE A -

employee retires.

Employers must make superannuation contributions to the BEEZLB={HA-—RAEEREZR
employees’ designated superannuation fund at least every HBEFEZNLABEMER - AEESHER
three months. The superannuation contributions are invested EEEBBABETIRE Mtk eEE
over the period of the employees’ working life and the sum M(BMEsRNBRHHERER) ZBER
of compulsory and voluntary contributions, plus earnings, BEATZRERRERESM - KIFHA
less taxes and fees paid to the person when they choose WER z B = E iR+ 2R IR ©

to retire. The sum most people receive is predominantly
made up of compulsory employer contributions.
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33. RETIREMENT BENEFITS SCHEMES (Continued)
Superannuation (Continued)

Superannuation applies to all working Australians, except
those earning less than AUD450 per month, or aged under
18 or over 70. Individuals can choose to make extra voluntary
contributions to their superannuation fund and receive tax
benefits for doing so.

The total costs charged to the consolidated income statement
represent contributions payable to the MPF Scheme and
superannuation by the Group.

34. RELATED PARTY TRANSACTIONS
Transactions with related parties

(a) During the year, the Group received commission
income and other securities dealing income from
securities, futures and options dealings of approximately
HK$143,000 and 69,000 (2006: HK$17,000 and
HK$70,000) from the associate, ATNT, an associate
of the Group, and the close family members of the
Directors, Messrs. Lam Kwok Hing and Nam Kwok
Lun respectively.

(b) During the year, the Group received interest income
from securities margin financing of approximately
HK$21,000 (2006: HK$31,000) from the associates
of the Directors, Messrs. Lam Kwok Hing and Nam
Kwok Lun.

33.

34.

FINANCIAL STATEMENTS

e B IS R R Y R

RABERIGE ()
AEEFE(E)

NEESHEEARNRMNTEERAL
TEESARALRISORTHFLTE
18 BB70mE 2 AL o (AR A L AT EE
BEABEFBELESBREEHE - X
A E RSB o

BESHIRDEET A ZHARELR
EHRABMETERR

BEALRS
BEALRS

(a) REFER AEEFES  HE
REEED TN ~EE2
BENE REBELTHERR
TEREZHKEKE D B Y ELA
TEWARHBESEERANR
143,0007% 7T 169,000 T (=& =
7<E 117,000/ 7T K& 70,0005 7T) °

(b) REAFER FAEERIZRES
MEMOESLEEELLHER R
TERE 2BBEANWEBF S WAL
21,000/ T (=2 Z /<5 : 31,000/
JT) °
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34. RELATED PARTY TRANSACTIONS (Continued) 34.

Transactions with related parties (Continued)

(c) During the year, the Group paid administrative expense
of approximately HK$996,000 (2006: HK$869,000) to
AC Consulting Limited in which Mr. Chow Ka Wo has
a beneficial interest and is the Director of KTFA, a
subsidiary of the Company.

(d) During the year, the Group received commission income
and other securities dealing income of approximately
HK$143,000 (2006: HK$70,000) from an associate
company, ATNT in which Messrs. Lam Kwok Hing and
Nam Kowk Lun have beneficial interests and Messrs.
Lam Kwok Hing, Nam Kwok Lun, Ng Chi Kin David
and Kwan Wang Wai Alan are Directors.

For the year ended 31 December 2007
BE-RZLFT A=+ -RLEE

BAEALRZ(E)
BEALRE(E)

(c) MAFER  AREERAC Consulting
Limitedz 4 7 B & %9996,000/ 7T
(ZEZ N4 : 869,000/87T) (FIXRAM
EEEBRBEEHERRARATZ—
EMEAR > SEMEZESE) o

(d REAFEER AEBEOEEATDR
MNER(EEEEERERMEEE
Blfatd AEBREERBEEEL
EPRHEES) WERSIWA R H A
BEEHWAL143,0008 T(==
ZRE 170,000/ 7T) ©

Compensation of key management personnel FTEEEAB ZH M
The remuneration of Directors during the year was as REERESZMENT :
follows:
2007 2006
—EELF —EERE
HK$’000 HK$’000
THET THET
Short-term benefits EHAEA 3,846 1,768
Post-employment benefits BRIRFEF 24 24
3,870 1,792

The remuneration of Directors is determined by the
remuneration committee having regard to the performance
of individuals and market trends.

ExvHMEe i AMEZSSRBERNAL
ZERBRTSBEMEE
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35. PRINCIPAL SUBSIDIARIES

The following table lists the subsidiaries of the Company
which, in the opinion of the Directors, principally affected
the results or assets of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result in
particulars of excessive length.

FINANCIAL STATEMENTS

A MR R M EE

35. FEMBEAT

TREIESRAUAKEXAREESR
ITEFECAQNREWBART - EER
B RHHEMOHBLARZHEESRER
RITE °

Proportion of nominal
Country/ Issued and value of issued
place of Principal fully paid share captial held
incorporation place of share capital by the Company
Name Rl business BRR ANABEEET Principal activities
£# B%/1% TERBIY HERK RAmELS IERH
2007 2006
ERtE ZEERE
% %
BAt BAL
Karl Thomson British Virgin Hong Kong HK$10 100 100 Investment holding
(B.V.I,) Limited Islands i 1087 REZR
ABRLEE
Karl-Thomson Securities Hong Kong Hong Kong HK$5,000,000 100 100 Securities dealing
Company Limited BB EE 5,000,0007 and broking
BlREAERAT EL )
Karl-Thomson Commodities ~ Hong Kong Hong Kong HK$5,000,000 100 100 Futures and
Company Limited R B 5,000,000 7 options broking
BRERIEERAR HERARRE
Karl Thomson Hong Kong Hong Kong HK$20,000,000 100 100 Securities margin
Finance Limited iy B 20,000,007 financing
BEHBAERAE E5RETHE
Karl Thomson Hong Kong Hong Kong HK$10,000 100 100 Money lending
Credit Limited B4 B4 10,0007 &
BEEHERAE
Karl Thomson Investment Hong Kong Hong Kong HK$1,000,000 100 100 Broking of mutual funds
Consultants Limited &k &k 1,000,000%7 and insurance-linked
BERERRERAR investment plans
and products
EEES  RBEHRE
itERERRE
Karl Thomson Financial Hong Kong Hong Kong HK$600,000 51 51 Corporate finance
Advisory Limited & B 600,000/87 advisory
BiEREREERAR LXRERR
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35. PRINCIPAL SUBSIDIARIES (Continued) 35. FEMBAR (&)
Proportion of nominal
Country/ Issued and value of issued
place of Principal fully paid share captial held
incorporation place of share capital by the Company
Name B business EEfR ADRABECRT Principal activities
£ 83/4% TEERHE HRRA RAEELA IEEH
2007 2006
ERtE “EERE
% %
Al BAl
Access Way British Virgin Hong Kong US$1 100 100 Holding of computer
Investments Limited Islands & %7 equipment
ABRLES FREKRM
Karfun Investments Limited Hong Kong Hong Kong HK$100,000 100 100 Investment holding
ERRERRAR & B 100,000 7 REER
Oriental Victor Limited Hong Kong Hong Kong HK$10,000 100 100 Investment holding
ERFERAF Bk Bk 10,0007 REkk
Sky Energy Investment Limited Hong Kong Kong Kong HKS$1 100 100 Investment holding
REREERAE Bk B 187 REfR
Volant Petroleum Limited Australia Australia AUD35,011,303 100 = Investment holding
i L 35,011,3038 7 REnk
Pan Pacific Petroleum Egypt Egypt AUD2,000 100 - Ol and gas exploration
Eqypt Pty Limited %R %R 2,008 7 and production
RARARRARRLE
First Energy Pty Limited Australia Australia AUD550,382 100 (Note) Ol and gas exploration
= eyl 550,382 70 (&) and production
RBRAARFRREE
Aminex Petroleum Eqypt Egypt Egypt AUDS5,660 60 - Ol and gas exploration
Limited &R %R 65,6602 7 and production
RARARRARRLE
Note: The Company held 50% proportion of nominal value of issued & ZRARFAFirst Energy Pty LimitedZ
share capital of First Energy Pty Limited, which is a jointly #&50%tE Bl 2 3 17 IR 78 » First Energy
controlled entity as at 31 December 2006. Pty LimitedA=—ZZERFE+-A=+—
BREEDNT -
The Company directly holds the interest in Karl Thomson 7N A 7] H # ¥ BKarl Thomson (B.V.1.)
(B.V.L.) Limited. All other subsidiaries shown above are Limitedz &% - M L frE H A E A &
indirectly held by the Company. ZERBBADRBERES -
None of the subsidiaries had any debt securities outstanding FAZSE B 45 RS AN B N R B RS - B

at end of the year or at any time during the year. B RS R B E 2 EEES o
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FINANCIAL SUMMARY
M BHE

From
1 April 2004 to
31 December

Year ended 2004
31 March 2004 —EENF Year ended 31 December
HE-ZENE mA-HZE BZET-A=t-HLEE
ZA=t-H ZEEMEt=R 2005 2006 2007
LFE == “EERE ZEENE “BEtE
HK$000 HK$000 HK$'000 HK$000 HK$'000
ThT THT T T TR
RESULTS ¥5
Revenue i 47,031 29,753 35,169 51,082 90,500
Profit before taxation BB AR 8,178 45,437 14,040 11,373 32,509
Taxation credit (charge) BIETA () 6 (58) (35) 47 (3,527)
Profit for the year/period EE/HEET 8,184 45,379 14,005 11,420 28,982
Attributable to: FEf
Equity holders of the Company KARZERHBA 8,148 45,684 13,845 11,315 28,891
Minority interests LERRER 36 (305) 160 105 91
8,184 45,379 14,005 11,420 28,982
Earnings per share gRER
Basic 2K 1.8 centsiBll 9.9 cents Bl 3.01 cents’fli 241 centsiBll  5.75 centsil
Diluted e N/ATEH NATER NATER 240 centsiBfll  5.45 centsifl
As at 31 March As at 31 December
2004 W+=B=+-AH
RZZZME 2004 2005 2006 2007
SfEr=E —ZENE “EERE ZEERE “EEtE
HK$000 HK$'000 HK$000 HK$000 HK$'000
ThT TR THr T THT
ASSETS AND LIABILITIES EERSR
Total assets BEEEE 198,407 221,427 227,302 306,602 786,435
Total liabilities BEEE (81,708) (59,065) (49,485) (85,871) (209,705)
116,699 162,362 177,817 220,731 576,730
Equity attributable to equity RARZERHBA
holders of the Company gy g 116,277 162,245 177,540 220,349 495,589
Minority interests DR RER 422 17 277 382 81,141
Total equity EREE 116,699 162,362 177,817 220,731 576,730
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NOTICE OF ANNUAL GENERAL MEETING
BRBFAEES

NOTICE IS HEREBY GIVEN THAT an Annual General Meeting of
Shareholders of Karl Thomson Holdings Limited (the “Company”)
will be held at Unit 701, Tower One, Lippo Centre, 89 Queensway,
Hong Kong on 12 June 2008, Thursday, at 10:00 a.m. for the
following purposes:

To receive and consider the audited Financial Statements
and the Reports of the Directors and the Auditor for the
year ended 31 December 2007.

(A)

(B)

To re-elect the retiring Director, Mr. Kwan Wang Wai
Alan, of the Company.

To authorise the Board of Directors to fix the
remuneration of Directors.

To re-appoint Messrs. Deloitte Touche Tohmatsu as auditor
of the Company and authorise the Directors to fix their
remuneration.

To consider and, if thought fit, pass with or without
amendments, the following resolutions as ordinary

resolutions:

ORDINARY RESOLUTIONS

(A)

(i)

(ii)

subject to paragraph A(iii) and pursuant to the Listing
Rules, the exercise by the Directors of the Company
during the Relevant Period (as hereinafter defined) of
all the powers of the Company to allot, issue and deal
with additional shares in the capital of the Company
and to make or grant offers, agreements and options
which might require the exercise of such power by and
is hereby generally and unconditionally approved,;

the approval in paragraph A(i) shall authorise the
Directors of the Company during the Relevant Period
to make or grant offers, agreements and options which
might require the exercise of such power after the
expiry of the Relevant Period;

ZRESEEEARARA(AAANEITR
ZEENFEARAT-REHNENLEFTRERESR
BEEBESIR OB LE - ETOIERITRRE
FRE UEETHEE :

. AEREEEE-STtE+—A=t-
ALY SERUEHERESREY
BEHE o

= (B EEFXRRAZRAESHEER
Ao

(C) BEESEETESME -

BREY - MERSSFHMITAAQTK
BERREESBEEEMNSE -

N, ZETHEEBTIHEREAETERER
(TR BBER):

EER(INRZBARTRRE LR
B 850k — R R ER A HEE A
NAEERERYPBERTIAR
EVTEARD R AR D LUB B -
BITREBARRXRRAEP ZFINR
0+ I ET SRR AT REZA T (E UL
N2 ERER -~ HERIADRE

(i) EBRORFAB A ERKERQT
ESNEBPBRRT LHRE TR
AEEBYBEERRTERNIZE
R - HRNERE



(iii)

(iv)
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NOTICE OF ANNUAL GENERAL MEETING

the aggregate nominal value of share capital allotted or
agreed conditionally or unconditionally to be allotted by
the Directors of the Company pursuant to the approval
in paragraph A(i), otherwise than pursuant to a Rights
Issue (as hereinafter defined) or any option scheme or
similar arrangement for the time being adopted for the
grant or issue to employees of the Company and/or any
of its subsidiaries of shares or right to acquire shares
in the Company shall not exceed 20% of the aggregate
of the total nominal value of the share capital of the
Company in issue as at the date of this Resolution and
the said approval shall be limited accordingly; and

for the purposes of this Resolution:

“Relevant Period” means the period from the passing
of this Resolution until whichever is the earlier of:

1. the conclusion of the next annual general meeting
of the Company; or

2. the expiration of the period within which the
next annual general meeting of the Company
is required by the Bye-laws of the Company or
the Companies Act or any applicable law to be
held; or

3. the passing of an Ordinary Resolution by the
shareholders of the Company in general meeting
revoking, varying or revising the authority given to
the Directors of the Company by this Resolution;
and

“Rights Issue” means an offer of shares in the capital of
the Company or an offer or issue of options or, warrants
or other securities granting the rights to subscribe for
shares, open for a period fixed by the Directors of
the Company to holders of shares on the register of
shareholders of the Company on a fixed record date
in proportion to their then holdings of shares, subject
to all cases to such exclusions or other arrangements
as the Directors of the Company may deem necessary
or expedient in relation to fractional entitlements or

(iii)

(iv)

BRERBFEASES

BRRIBERER KRBT XARE)HK
BRI Az EAELRRTENE
R mADEKR,REAEMMH
BRAZEERTREITRONE
BEADBRND 2EFN ARFE
ERBEF()RZHERBEHBIRF
HrRERTFEERER ZRARE
B AEGBEAARARFRERE
BBz HEBTRAREE20%
MARYE PRt st P IR AE D R AR It
SRR &

PARBRMS -

[BEPEEREBRNRER 2
ETH=ER2HBE AL 2 HR:

1. ARBRTERREAFAELHS
2B

2. ARATZARMBIRRARES
A3 A A BIREAR D B AR
TTERRBFASZHRE
]S

3. AQATARREBRRAEGLES
TERBERE  BREIEET
FRBRFIBFARAAESRZ
EH R

[REHRIDEADTDESERETE
HEEmRNEECEAHEIALT
BRREMzBROBEFBEA > BEER
BFERGZLH  BEXAQFRA
RZBG  HBEHETHEER
ARBRO2ABRERNIREZTS
HitE % AR RAESAREL
AREEHZBERT  BREHERER
REZREMBBUME ZEME
ERFRETHE AR TEERSE
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(ii)

(iii)

having regard to any restrictions or obligations under
the laws of, or the requirements of any recognized
regulatory body or any stock exchange in any territory
outside Hong Kong.

subject to paragraph B(ii) and all applicable laws
and/or the requirement of the Listing Rules or of any
other stock exchange as amended from time to time,
the exercise by the Directors of the Company during
the Relevant Period (as hereinafter defined) of all
powers of the Company to repurchase the shares of
the Company on the Stock Exchange or on any other
stock exchange on which the shares of the Company
may be listed and recognized by the SFC and the
Stock Exchange for this purpose, is hereby generally
and unconditionally approved;

the aggregate nominal amount of shares in the Company
pursuant to the approval granted in paragraph B(i)
during the Relevant Period shall not exceed 10% of
the aggregate of nominal value of the share capital of
the Company in issue as at the date of the passing
of this Resolution and the said approval be limited
accordingly; and

for the purposes of this Resolution:

“Relevant Period” means the period from the passing
of this Resolution until whichever is the earlier of:

1. the conclusion of the next annual general meeting
of the Company; or

2. the expiration of the period within which the
next annual general meeting of the Company
is required by the Bye-laws of the Company or
the Companies Act or any applicable law to be
held; or

3. the passing of an Ordinary Resolution by the
shareholders of the Company in general meeting
revoking, varying or revising the authority given to
the Directors of the Company by this Resolution;
and

(ii)

(iii)

IR T H R 5 T2 B E M BUEE
Ub T E 2 RIS 5 fE = Bt o

EEZ(VR2ZBARTRBRIBEMEE
REBIR /3 LR RIS A b
HHERG 2 BE (AT Z BT A
RAEE) - Bt — R R BRI
ARBRESRNEEMBRTXHAR
EVTEARDRRBERD R
FARARDAENE EHILER
EERBIMBUR T 2 EMEM
RERZBEARTRED

RIBEE (VR 2 XARHT
BORAERERERTFHEESEE
ZROBEE  FHEEEAAFR
FREBREBEBZHACRITRAR
H810% @ M Lt TR AZ L&
RS 5 R

PARBRMS -

(BB EREBRNRERZE
ETH=ER BRI 28R

1. ARFETERREBFAELER
2B B

2. ARQATZARMBIRRARES
A8 A A BIREAR D B AR
TTERRBFASZHRE
)i

3. AQATARREBRRASGLES
TERBERE  BREIEET
TRABRFAIBFAAAESZ
Eh R
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conditional upon Resolutions Nos. 4A and 4B above being
passed, the aggregate nominal value of the number of shares
in the capital of the Company which are repurchased by
the Company under the authority granted to the Directors
as mentioned in Resolution No. 4B above shall be added
to the aggregate nominal amount of share the capital that
may be allotted or agreed conditionally or unconditionally
to be allotted by the Directors of the Company pursuant to
Resolution No. 4A above.

By Order of the Board
LUI CHOI YIU ANGELA
Company Secretary

Hong Kong, 25 April 2008

Notes:

(1)

()

(©)

(4)

Any member entitled to attend and vote at the Annual General
Meeting is entitled to appoint another person as his proxy to attend
and vote instead of him. A member who is the holder of two or
more shares of the Company may appoint one or more proxies to
attend and vote instead of him/her. A proxy need not be a member
of the Company.

A form of proxy for use at the meeting is enclosed herewith.

The form of proxy must be signed by you or your attorney duly
authorised in writing or, in the case of a corporation, must be under
its seal or the hand of an officer, attorney or other person duly
authorised.

The form of proxy and the power of attorney or other authority, if
any, under which it is signed or a notarially certified copy thereof
must be lodged at the Company’s branch share registrar in Hong
Kong, Tricor Standard Limited, at 26 Floor, Tesbury Centre, 28
Queen’s Road East, Hong Kong, not later than 48 hours before
the time appointed for holding the Annual General Meeting or any
adjourned meeting (as the case may be) and in default the proxy
shall not be treated as valid. Completion and return of the form
of proxy shall not preclude members from attending and voting in
person at the Annual General Meeting or at any adjourned meeting
(as the case may be) should they so wish.

BRERBFEASES

FLMENRERENZERRREER
% RADBEME LAENCERBRR
MR FTESZREMBEADRRANPR
NEE 2BEE  MAXLTESKE L
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6)

(6)

Where there are joint registered holders of any share, any one of
such persons may vote at any meeting, either in personal or by
proxy, in respect of such share as if he/she was solely entitled
thereto; but if more than one of such joint holders be present at
the meeting personally or by proxy, the vote of that one of the
said persons so present whose name stands first on the register
of members in respect of such share shall be accepted to the
exclusion of the votes of the other joint holders.

The Register of Members will be closed from Tuesday, 10 June
2008 to Thursday, 12 June 2008, both days inclusive, during which
period no transfer of shares will be effected. In order to be entitled
to attend and vote at the meeting all transfers accompanied by the
relevant share certificates must be lodged for registration with the
Company’s branch share registrar in Hong Kong. Tricor Standard
Limited at 26 Floor, Tesbury Centre, 28 Queen’s Road East, Hong
Kong not later than 4:00 p.m. on Friday, 6 June 2008.

As at the date of this notice, the Executive Directors are Messrs.
Lam Kwok Hing and Nam Kwok Lun, and the Independent Non-
Executive Directors are Messrs. Chen Wei-Ming Eric, Kwan Wang
Wai Alan and Ng Chi Kin David.

() MBEARGzEEFEA  AET—uZE

FAAUTRERZRRRRAE LUAZER
MRE - WNRAE-BRREE - HHES
—NUHEFAEARSABRARHERS - A
R LR EFEREYREERONRERSMH
AHEERBEZRRZRE  MAMBEFEA
ZREE TS -

ARARKBE-ZEENFERATH(EHI)ZEZ
ZFNEARATZH(EHN) (BFERMX)
TEREREBFETTFE HEAKTEE
TERERDBE - AFEHEEAGENE LR
ZER TEBPREERBBEREEN=
EENEAAANA(EHR) THFEBERRXE
AKARRNBBZROBEETLIEEEEES
BRAF it BEBERKER28FEEEF
D26 EHIBER R FE -
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BEXENERMEE  RBUFHTESR
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