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Report of the Chairman
EREHRE

| would like to announce to the shareholders the audited consolidated
results of Karl Thomson Holdings Limited (the “Company”) together with
its subsidiaries (the “Group”) for the year ended 31 December 2008.

For the year ended 31 December 2008, loss attributable to shareholders
amounted to HK$15,261,000 (2007: profit of HK$28,891,000), equivalent
to loss per share of HK2.57 cents (2007: earnings per share of HK5.75
cents).

BUSINESS REVIEW

The Group comprises three major business streams, namely the financial
business, investment in associate Asia Tele-Net and Technology
Corporation Limited (“ATNT”) and the oil and gas business.

The financial crisis developed in the United States (“US”) has rapidly
accelerated into financial tsunami and its affect has spread all over the
world. Its effect has also gradually expanded from financial industry to
real economies and it brings various degree of negative impact on the
turnover or profitability of almost all industries. The Group has always
adopted a prudent approach in its business development. We exercise
due care when we grant credit and allocate resources. The Group has
not borrowed any bank loan at the moment. The credit crunch happening
now does not have any effect on the financial ability of the Group at all.
Indeed, with the reduction of business activities in general, the turnover
and profitability of the Group will inevitably reduce as well. All in all,
however, the Group will continue to develop its various business streams
steadily.

- Karl Thomson Holdings Limited Annual Report 2008
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FINANCIAL BUSINESS

As far as financial business is concerned, the US-led financial crisis has
developed into financial tsunami. The stock market, commodity market,
forex market and property market have all deteriorated quickly and
vigorously in scale. The capital market is becoming more and more
chaotic. Currency experienced another volatile movement. The
investment bank, Lehman Brother, declared bankruptcy and the whole
global capital market were alerted by the serious counterpart default
risks. Mutual trust among the financial institutions broke down overnight
and liquidity turned frozen. The normal trading and settlement of financial
products collapsed and the quotes of over-the-counter instruments were
almost absent. The financial tsunami hits the financial market fast and
deep. In view of this, governments all around the world have immediately
adopted a quantitative easing monetary policy and progressive fiscal
policy. It is hoped that the market would gradually stabilize and resume
to nearly normal level. Although recovery will take time, as the Group
has not invested in any derivative product or any problematic structural
product, other then the negative effect on its turnover and profitability in
short term, the financial tsunami has no effect on the group in medium
and long term.

INVESTMENT IN ASSOCIATE — ATNT

The technology arm of the Group is developed through our associate,
ATNT.

Last year was a difficult year for any technology and manufacturing
company. During the first half, the material price has gone up a lot due to
the general price of resources increase due to the robust economies.
The appreciation of Remenbi has driven up the manufacturing overhead.
These same problems have happened on the Group’s associate, ATNT.

Apart from the financial business, ATNT was also affected by the negative
chain effect of financial crisis in the second half of last year. Being a
high-end equipment provider, its downstream customer has inevitably
taken a more conservative approach in their investment plans because
they are facing credit crunch as well as a quick recession in electronic
market at the same time. We would expect the turnover of ATNT will
drop as well as the profitability. ATNT has not borrowed any bank loan
and has sufficient internal resources on hands. As such, ATNT would
continue to develop its business prudently.
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Report of the Chairman
EREHRE

OIL AND GAS BUSINESS

As far as the oil and gas business is concerned, US dollar being a
worldwide accepted risk-adverse tool has recently appreciated against
various currencies. At the same time, the US government has to issue
huge amount of bank notes in order to raise resources to save the
problematic enterprises as well as to maintain the liquidity in the money
market. In the long run, under the force of demand and supply, US dollar
will probably be depreciated. If the global economy progress steadily
and if the commodities are still denominated in US dollar, the price of
commodities will probably be driven up again. This would include crude
oil price.

In China, as the global economic development has turned a different
direction, the Chinese government has also immediately amended its
general control policies. Other than easing up the currency policy, they
also speed up the mining of domestic market, infrastructure projects and
urbanization. All these policies should be beneficial and positive to the
long-term development of China. These polices would also bring in a
huge level of business activities and business development. The
dependence of energy will only increase. Once urbanization and the
waking up of the purchasing ability of the 1.3 billion consumers in China
have started, it is not hard to imagine that the demand over the natural
resources (especially oil & gas) is certain.

OUTLOOK

Although the negative chain effect of financial crisis has affected us in
various aspects as described above, all leaders in the world have come
to a consensus that they have to work together to save the world economy.
The remedial plan for each country would be different to fit each country’s
own problems, the measures adopted includes extreme quantitative
easing monetary policy and progressive fiscal policy. All possible
monetary measures of substantially cutting interest rate, injecting huge
liquidity into the capital market, acquiring shares of the big problematic
banks and financial institutions and offering guarantee on the credit line
were used to restore the confidence. In addition, radical fiscal policies in
tax cut and government spending expansion were also adopted to
stimulate the economy. Although the result of the efforts made so far by
each country have yet to be seen, we believe we are still inside the
tsunami rather than leaving it behind. As such, the Group will as usual
exercise due care in setting our operational directions and in allocating
resources. We will prepare ourselves be get prepared for the challenge.

n Karl Thomson Holdings Limited Annual Report 2008
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APPRECIATION

I would like to take this opportunity to thank my fellow directors for their
guidance and support and express my appreciation to the management
team and diligent employees for their commitment and loyal service. |
would also wish to thank my customers and shareholders for their
continued support.

For and on behalf of the Board
Lam Kwok Hing

Chairman

27 April 2009
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Management Discussion and Analysis

EEENWE DN

RESULTS

During the year ended 31 December 2008, the total revenue for the
Group was approximately HK$48,004,000 (2007: HK$90,500,000) and
loss attributable to shareholders was approximately HK$15,261,000
(2007: profit of approximately HK$28,891,000). The core financial
business suffered setback in view of the current bearish market sentiment
ahead of the anticipated greatest global economic depression since World
War Il.

MARKET OVERVIEW

2008 was filled with tears of investors as the whole year suffered from
endless, decisive, panic and desperate selling and consequently sharp
asset meltdown in the investment market. The Subprime Crisis was
exacerbating to a full scale of Financial Tsunami with the destructive
scale not less than the Great Depression in 1929 as a result of
misjudgment and mistreatment of the crisis by the government of
developed countries, typically that of USA. The Lehman Brother Group
was left bankrupt shocking the whole world. The capital market was
suddenly warned of the counterpart default risks and the credit trust
among the institutions almost cracked down. Inter-bank rates shot up
rapidly dampening the whole global economy and officially sending it to
deep recession. Throughout the whole year, investors were continuously
bombarded with tons of bad news including the property market slide,
rising mortgage and financial defaults, huge loss and write-off of financial
institutions, bankruptcies, deteriorating unemployment rates and even
bank runs. The liquidation drives of risk-aversion, deleveraging needs,
fund redemption, credit crunch and forced margin sell were chasing each
other, causing rounds and rounds of selling. There were very few and
weak technical rebounds which were usually short-lived and soon
encountered with greater selling. The equity market was under the
immediate pressure but dumping soon spilled over to commodities and
currency market. Commodities registered fast correction of over 50%
whilst high yield currency were sold down by more than 20% in a very
short period of time on aggressive Yen carry trade likely due to the abrupt
credit crunch in the capital market. The volatile movement of investment
products caused substantial loss of all investors in both currencies and
commodities. The flooding of derivative positions exaggerated these loss
figures. Though the Greater China region was not the centre of the storm,
the region suffered hardest hit and was almost the worst performer as

m Karl Thomson Holdings Limited Annual Report 2008
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international funds tended to raise fund here to save their balance sheet
at home land in order to survive and relative fundamental values were
ignored in the short term. Shanghai A index dived more than 65% to
close at 1,820. Both Hang Seng Index and H Index lost near half to
close in weak tone of 14,387 and 7,898 respectively. Unfortunately, the
share price drop of more than 90% is not uncommon even among the
big capitalised stocks. Property, resources and transport counters
represented the biggest losers. The Financial Tsunami came and spread
rapidly and widely. It damaged the whole world economy, leaving a very
nervous worry on the prospect of economy recovery and the workability
of the current financial system.

The beginning months of 2009 were not better than last year. The fall
into a bear investment market and economic recession was no more
questionable and there were no convincing signs on the pace of economy
recovery. All economic data of major developed countries were reported
deteriorating and the financial status of major financial institutions were
also diving into danger zones. People maintained maximum doubts on
the effectiveness of the global radical monetary and fiscal policy of the
major governments in revitalising the economy. Politically, we believe
the whole world cannot afford the collapse of the current financial system
and cautiously expect that the economy may eventually recover but in a
longer time frame. In view of our heavy export reliance, Hong Kong
economy will inevitably be affected. The 1997 Asian Crisis brought a
costly lesson and the economy structure was thereafter strengthened
with gearing keeping at comfortable level among the government,
corporate and individual units. This helped to reduce the pains brought
by the Financial Tsunami from overseas. Having the greatest foreign
exchange reserve, strong current account surplus and tremendous
consumer saving, the Chinese government is empowered with greatest
manipulation room in carrying out progressive monetary and fiscal policy
to stimulate the domestic economy. The enlargement of domestic
consumption is almost a definite target to replenish the loss in export
business amid poor overseas economy. Hong Kong is well equipped to
ride on the recovery train on the back of these China market strengths.
The single digit Price/Earning ratio and attractive yield of the stock market
will finally attract the priority picks by international funds as soon as global
economy manages to stabilise. The confidence collapse on the structural
financial products may divert investors more to direct investment activities
and the default of Lehman Mini Bonds may restrict the banks from carrying
too aggressive expansion away from its traditional field. Hopefully, we
expect more clients to trade stock directly through the securities
companies and competitions from bank to be decreasing. In this aspect,
we are optimistic over the industry on the long term perspective.

Management Discussion and Analysis
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Management Discussion and Analysis

EEENWE DN

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 53% of total revenue, was HK$25,303,000 (2007:
HK$55,859,000). Loss for the division was HK$191,000 (2007: profit
HK$25,688,000). The division remained weak amid the bearish sentiment
and the poor stock market.

SECURITIES MARGIN FINANCING

During the year, interest income generated from securities margin loan
portfolio accounted for 4.3% of the Group’s revenue was HK$2,065,000
(2007: HK$3,521,000). Profit for this division reached HK$1,031,000
(2007: HK$2,942,000). The division had registered decline mainly
attributing to the drop in trading activities as well as a decrease in loan
demand in the prevailing cautious sentiment.

FINANCIAL MANAGEMENT AND ADVISORY SERVICES

Revenue generated from financial management and advisory services
was HK$19,240,000 (2007: HK$28,103,000). Financial tsunami caused
by the collapse of Lehman Brothers hit the global financial market
seriously. Because of the bearish and poor investment sentiment,
business was softened, especially in the four quarter of 2008. We will
take conservative approach as the investment strategy for our clients.
Under current economic environment, the most important job is to
maintain clients’ confidence. We will recruit more experienced and
professional consultants to enhance our competitiveness.

INVESTMENT BANKING

The Group operates its investment banking division under the subsidiary
Karl Thomson Financial Advisory Limited (“KTFA”). Operating revenue
generated by the investment banking business was HK$1,255,000 this
year (2007: HK$2,822,000).

m Karl Thomson Holdings Limited Annual Report 2008
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Year 2008 was a tough year for the financial sector. As a result of the
global financial crisis happened towards the end of the financial year,
most of the companies in Hong Kong and the People’s Republic of China
had held back their business plans and switched to low cost operations.
Meanwhile, due to the tightening capital market, external source of
funding was very limited. Fund raising exercises, being a major source
of income for investment banking, were therefore suppressed in the year
throughout. The revenue recorded a drastic decrease of 56% comparing
to 2007. Fortunately, our division had still been able to source mandates
on financial advisory, Listing Rules advisory and other related
transactions.

As the financial turmoil has yet to be settled, we expect that the business
of investment banking division remains challenging. Our management,
however, commits to strive for alternative business opportunities under
unfavorable economic environment. We will continue to operate at
minimum cost and position ourselves as a premier boutique investment
bank offering tailor-made and cost effective services to our clients.

OIL AND GAS BUSINESS

The energy arm of the Group is developed through our wholly owned
subsidiary, Karl Thomson Energy Ltd (‘KT Energy”). KT Energy has 40%
participating interest in two blocks in Egypt, Block 2 West Esh El Mallaha
(“Block 2”) and Block 3 West Kom Ombo (“Block 3”).

For Block 2, we have drilled two wells in last year. Given these additional
well data, we gained a better understanding over the geological
development in the block. A field trip was then carried out to confirm
internal geological interpretations. We intend and have planned to drill a
third well by the end of this year.

For Block 3, the operator, Groundstar Resources Egypt (Barbados) Inc.
(“Groundstar”), as well as our project partner have completed the seismic
acquisition of 700 km 2D seismic in January 2009. The seismic acquisition
has taken much longer than expected due to the rough geological surface
in the area. Together with the existing seismic data on hands, we have a
total close to 1,700 km 2D seismic for uses. Data processing has recently
completed. Preliminary interpretation has reviewed several interesting
structure. The operator is now working on a more detailed understanding
and analysis on them. KT Energy’s 40% interest in this block is carried
by our project partner up to the initial spending of US$7 millions.

Management Discussion and Analysis
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Management Discussion and Analysis
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ASSOCIATE — ELECTROPLATING EQUIPMENT BUSINESS

The technology arm of the Group is developed through our associate,
ATNT.

The turnover of the machinery sales this year was more or less same as
last year. We have sold our electroplating technologies through three
business segments — Printed Circuit Board (“PCB”), Surface Finishing
(“SF”) and Photo Voltaic (“Solar”) sectors. Both the SF and Solar have
recorded growth this year.

The gross margin was roughly the same as last year. We did experience
a drop in gross margin during the first half but through collective effort,
from material price negotiation to the change of engineering design, we
have managed to keep the gross margin within an acceptable level.

Most of the PCB factories, whether in Asia , Europe or North America,
have operated at around half capacity only from the last quarter of 2008,
as the demand for consumer products dropped drastically. To avoid
building up huge inventory, the PCB factories have no choice but to shut
down some of the production lines. After the Chinese New Year in January
2009, some chose to ask staff to go on no-pay leave while others chose
to lay off the redundant manpower.

There are some signs showing that the activities are ramping up again.
Our customers are increasing their productivity gradually, although still
not yet in full production.

With the poor investment sentiment, our strategies are to maintain a
lower overhead but continuing to invest in R&D. We believe when the
economy is indeed recovered and when consumer’s confidence is back,
any advanced design or technologies we can provide to our customers
will put us a leading position in the industry!

ATNT has announced on 28 January 2008 that it has entered into an
agreement to dispose its interest in its associate Intech Machines Co
Ltd. The transaction was completed on 7 April 2008 and the profit gained
from such disposal was approximately HK$102 millions and the cash
received was approximately HK$150 millions.
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MATERIAL ACQUISITIONS AND DISPOSALS OF COMPANIES

There was no material acquisition and disposal of companies during the
period.

LIQUIDITY, FINANCIAL RESOURCES AND FUNDING

As at 31 December 2008, the Group had shareholders’ funds of
approximately HK$508,288,000 (2007: HK$576,730,000). The net current
assets of the Group were HK$61,339,000 (2007: HK$89,944,000), which
consisted of current assets of HK$180,367,000 (2007: HK$299,649,000)
and current liabilities of HK$119,028,000 (2007: HK$209,705,000),
representing a current ratio of approximately 1.52 (2007: 1.43).

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 Initial Public Offering.
As at 31 December 2008, the Group has cash and cash equivalent
(excluding the pledged fixed deposits of general accounts) of
HK$38,016,000 (2007: HK$42,264,000).

As at 31 December 2008, 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 0.07 (2007: 0.97).

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 2008 (2007:
Nil).

CHARGE ON ASSETS

The Group held banking facilities from various banks as at 31 December
2008. The Group’s banking facilities were secured by guarantees given
by the Group’s bank deposits, margin clients’ listed securities and the
Company.
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Management Discussion and Analysis

EEENWE DN

As at 31 December 2008, bank deposits amounting to HK$16,594,000
(31 December 2007: HK$63,141,000). Bank deposits of approximately
HK$7,468,000 (31 December 2007: HK$8,541,000) was pledged to
secure banking facilities granted to a subsidiary and no margin clients’
listed securities were pledged and approximately HK$9,126,000 (31
December 2007: HK$54,600,000) was pledged as requested by the
Government of Egypt in relation to the oil and gas exploration and
production business of Block 2.

CAPITAL STRUCTURE

As at 31 December 2008, the total number of issued ordinary shares of
the Company was 593,561,612 of HK$0.10 each (31 December 2007:
593,561,612 shares of HK$0.10 each).

HUMAN RESOURCES

As at 31 December 2008, the Group employed a total of 100 staff (2007:
138) of which, 48 were commissioned based (2007: 82) and the total
related staff cost amounted to HK$13,646,000 (2007: HK$18,400,000).
The Group’s long term success rests primarily on the total integration of
the company core value with the basic staff interest. In order to attract
and retain high caliber staff, the Group provides competitive salary
package and other benefits including mandatory provident fund, medical
schemes and bonus. The future staff costs of the sales will be more
directly linked to the performance of business turnover and profit. The
Group maintained organic overhead expenses to support the basic
operation and dynamic expansion of its business enabling the Group to
respond flexibly with the changes of business environment.

FINAL DIVIDEND

The Board does not recommend payment of any final dividend for the
year ended 31 December 2008 (2007: Nil).
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DIRECTORS

Executive Directors

Mr. Lam Kwok Hing, aged 45, 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
is the Chairman, Executive Director and Managing Director of ATNT. He
is the brother of Mr. Nam Kwok Lun.

Mr. Nam Kwok Lun, aged 50, 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 45, 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 46, holds a Bachelor degree in
Engineering Science and a Master of Arts degree from the University of
Oxford and has over 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.

Directors and Senior Management
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Directors and Senior Management
EERSNEEE

DIRECTORS (Continued)

Independent Non-Executive Directors (Continued)

Mr. Ng Chi Kin David, aged 47, is a professional accountant with over
20 years of professional experience and is a fellow member of the Hong
Kong Institute of Certified Public Accountants, member of CPA Australia,
Hong Kong Institute of Company Secretaries and Institute of Chartered
Secretaries and Administrators in the United Kingdom. Mr. Ng is also an
Independent Non-Executive Director of ATNT. He was appointed as
Independent Non-Executive Director of the Company since September
2000.

COMPANY SECRETARY

Ms. Lui Choi Yiu Angela, aged 35, is the Financial Controller and
Company Secretary of the Group. She is responsible for overall financial
planning and management of the Group. Ms. Lui graduated with a
Bachelor of Science degree in Accounting from Azusa Pacific University
in California, USA and a Postgraduate Diploma in Corporate
Administration from Hong Kong Polytechnic University. She is currently
a member of the American Institute of Certified Public Accountants and
a member of the Hong Kong Institute of Certified Public Accountants.
Prior to joining the 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.

SENIOR MANAGEMENT

Mr. Chan Lap Kwan, aged 35, is the Director of Karl-Thomson Securities
Company Limited and is responsible for the daily operations and
implementation of the internal control procedures of the Kwun Tong
branch. He holds a Bachelor of Business (Banking and Finance) degree
from University of South Australia. He has extensive experience in the
securities, futures and options industry. He joined the Group in July 1997.
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SENIOR MANAGEMENT (Continued)

Mr. Sung Wing Yiu, aged 52, 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 42, 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) and Shenyang Public Utility
Holdings Company Limited (stoke code: 0747).

TECHNOLOGIES DEVELOPMENT GROUP

Mr. Hau Kwok Yuen, aged 37, is the Chief Technical Officer of the Group.
He is responsible for the overall planning and management of the internet
trading platform and network infrastructure of the Group. He graduated
with a Bachelor of Science degree in Applied Computing (Honor) from
the Hong Kong Baptist University. Mr. Hau has solid experience in
software development, web application management, database
management, back office operation and network administration. Prior to
joining the Group, Mr. Hau had over 12 years of experience in different
systems of the equity market such as Real-time Quote Service, Internet
Trading, the Pilot batch of BSS to the AMS/3 of the HKEx. He joined the
Group in January 2008.
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Report of the Directors

ESEEWE

The Directors would like to present to shareholders their annual report
and the audited consolidated financial statements for the year ended 31
December 2008.

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 34 to the consolidated financial statements.

RESULTS

The results of the Group for the year ended 31 December 2008 are set
out in the consolidated income statement on page 38 of the Annual
Report.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for
the past financial period from 1 April 2004 to 31 December 2004 and the
past four financial years ended 31 December 2005, 2006, 2007 and 2008
is set out on page 112 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 share capital of the Company are set out in note 27 to the
consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2008 and 2007, the Company had no reserves available
for distribution to the shareholders.
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DIRECTORS

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

Executive Directors:
Mr. Lam Kwok Hing (Chairman)
Mr. Nam Kwok Lun (Deputy Chairman and Managing Director)

Independent Non-Executive Directors:
Mr. Chen Wei-Ming Eric

Mr. Kwan Wang Wai Alan

Mr. Ng Chi Kin David

In accordance with Bye-Laws 99 and 102 of the Company’s Bye-Laws,
Mr. Ng Chi Kin David retires from office and, being eligible, offers himself
for re-election at the forthcoming annual general meeting.

The term of office for each Non-Executive Director is the period up to his
retirement by rotation in accordance with the Company’s Bye-Laws.

DIRECTORS AND SENIOR MANAGEMENT
BIOGRAPHIES

Biographical information of the Directors of the Company and the senior
management of the Group are set out on pages 15 to 17 of the Annual
Report.

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service contract with
the Company for a three-year term commencing from 1 September 2000
which is not determinable within one year without payment of
compensation. These service contracts shall continue thereafter unless
and until terminated by either party with not less than three months’ prior
written notice.

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 period 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.
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Report of the Directors

ESEEWE

DIRECTORS’ INTERESTS IN SHARES

At 31 December 2008, 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 of Hong Kong Limited (“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

Name of Directors Capacity

EEpR &1

Mr. Lam Kwok Hing (Note) Interest of controlled corporation
EREELE (M) HEH AR 2 Ea

Mr. Nam Kwok Lun (Note) Interest of controlled corporation
ERfmEE (M) HEtEE 2 s

Note: The shares are registered in the name of and beneficially owned by
J&A Investment Limited (“J&A”), a company incorporated in the British
Virgin Islands. 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.

m Karl Thomson Holdings Limited Annual Report 2008

EERROzES

RZBZENFT_A=1T—R  BEAQARIEZE
F R BB G ([F5RBME G F3626FE
MBS  EFRBREIHEARAAF
REBZ QR (EEREHFRARERIIEXVE) 2
iz IRBEBFEBAEIZMBRAA
(TBE 32 P )) 5 L AR A (T Em AR AL &1 0P
HITRARESETIEFR G ZFEETH (IRE
SR ARG ARB Rz EmIAT

1. REATEREEC.IVELEBERZIRRE

Percentage of

the share

capital of

Number of issued the Company
ordinary shares held LERI N
FRHFERITEBEREE RAEABDHE
311,718,000 52.52%
311,718,000 52.52%

Bat : BB BJ&A Investment Limited
(MJ&A]) » —" R EBEZRHSEMA
VZRABE=mEE  WHHEREZER -
JRAZ 2EH B BT A RERELE
REBGEEDRIEZEES0%R20%
ZHER o



Report of the Directors

EEEWME

DIRECTORS’ INTERESTS IN SHARES (Continued) EERR 2R (&)

RENBERESREEIBIEERZR
B

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

Percentage
Number of issued of the issued

ordinary shares held share capital

FRERTEERHE of ATNT
Personal Corporate 1 2 Bk 4
Name of Director interests interests Total ERITRAK
EEHE B ARz AEER & Elalsd
(Note)
(Bt i)
Mr. Lam Kwok Hing 3,474,667 48,520,666 51,995,333 12.19%

EFEELLE

Note: The shares are registered in the name of and beneficially owned by
Medusa Group Limited (“Medusa”). The entire issued share capital
of Medusa is wholly owned by Mr. Lam Kwok Hing. Also, Karfun
Investment Limited, a wholly-owned subsidiary of the Company, in
which Mr. Lam Kowk Hing owns interests through J&A, had interested
in 201,995,834 shares of ATNT.

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 2008, 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 31 to the consolidated financial statements.

BfaE - £ At R% 3 A Medusa Group Limited
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50 MMedusaz 28 B BITRAHEER
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Report of the Directors

ESEEWE

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 dealing of approximately
HK$37,000 from the close family members of the Directors, Messrs.
Lam Kwok Hing and Nam Kwok Lun.

(2) During the year, the Group received interest income from securities
margin financing of approximately HK$8,000 from the close family
members of the Directors, Messrs. Lam Kwok Hing and Nam Kwok
Lun.

(3) During the year, the Group paid administrative expense of
approximately HK$366,000 to AC Consulting Limited in which Mr.
Chow Ka Wo (“Mr. Chow”) has a beneficial interest and Mr. Chow
is the Director of KTFA, a subsidiary of the Company.

(4) During the year, the Group received commission income and other
securities dealing income of approximately HK$8,000 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 of ATNT.

(5) During the year, the Directors advanced to the Group on an arm’s
length basis and normal commercial term. At 31 December 2008,
the Director, Mr. Lam Kwok Hing advanced approximately
HK$11,430,000 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 2008, 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

Number of issued

Report of the Directors

EEEWME

FERR
REARFIREZ MR RPIE336EMTFE 2
IZRRECMALE  R-ETNF+_A=
T—H  TIRRSBANAAFEREERARA
BRI 2 HE S ¢

REAATEREEC.10BETEBERZRRE

Percentage of the share

Name of shareholder Capacity ordinary shares held capital of the Company

RERER 5% FiEeRTEERYE HARRBRRAEAB DL

J&A Beneficial owner 311,718,000 52.52%

(Note fffs%) BEmEEA

Power Jade Beneficial owner 30,000,000 5.05%
Invertment Limited EmER A

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.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the Directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to
Directors and eligible employees, details of the scheme are set out in
note 31 to the consolidated financial statements.
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Report of the Directors

ESEEWE

PRE-EMPTIVE RIGHTS

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

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2008.

RETIREMENT BENEFITS SCHEME

Details of the Group’s retirement benefits scheme are set out in note 32
to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2008, less than 30% of the Group’s
sales were attributable to the Group’s five largest customers.

For the oil and gas business, approximately 50% of the Group’s purchases
were attributable to the Group’s five largest suppliers during the year
ended 31 December 2008. The largest supplier accounted for
approximately 24%.

For other business, the Group had no major suppliers due to the nature
of principal activities of the Group.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the year ended 31 December 2008, 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, 27 April 2009
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The Company are firmly committed to maintain good corporate
governance standard and procedures and adhere to the principles of
corporate governance emphasising integrity, transparency, independence
and accountability to shareholders. This report describes the Company’s
corporate governance practices and structure that were in place during
the financial year, with specific reference to the principles and guidelines
of the Code on Corporate Governance Practices (the “Code on CGP”) of
the Listing Rules, 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

The Company has adopted the Model Code as its code of conduct
regarding Directors’ securities transaction. All Directors of the Company
have confirmed, following specific enquiry by the Company that they
have complied with the required standard set out in the Model Code and
the Code on CGP during the year.

BOARD OF DIRECTORS

The Company is headed by an effective board which assume
responsibility for leadership and control of the Company and collectively
responsible for promoting the success of the Company by directing and
supervising the Company’s affairs. Directors take decisions objectively
in the interests of the Company.

The Board is responsible for formulating the strategic business
development, reviewing and monitoring the business performance of the
Group, as well as preparing and approving financial statements. The
Directors, collectively and individually, are aware of their responsibilities
to shareholders, for the manner in which the affairs of the Company are
managed and operated. In the appropriate circumstances and as and
when necessary, the 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 delegated to the
management for the management and administration functions of the
Group, in particular, with respect to the circumstances where
management should report back and obtain prior approval from the Board
before making decisions or entering into any commitments on behalf of
the Group. The Board will review those arrangements on a periodic basis
to ensure that they remain appropriate to the needs of the Group.
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The Board of Directors of the Company comprises:

Executive Directors:
LAM Kwok Hing (Chairman)
NAM Kwok Lun (Deputy Chairman and Managing Director)

Independent Non-Executive Directors:
CHEN Wei-Ming Eric
KWAN Wang Wai Alan
NG Chi Kin David

The three Independent Non-Executive Directors are persons of high
calibre, with academic and professional qualifications in the fields of
accounting and business management. With their experience gained
from senior positions held in other companies, they provide strong support
towards the effective discharge of the duties and responsibilities of the
board. Each Independent Non-Executive Director gives an annual
confirmation of his independence to the Company, and the Company
considers these Directors to be independent under Rule 3.13 of the Listing
Rules. To the best knowledge of the Company, there is no financial,
business and 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.

Board meetings are held at least 4 times a year at approximately quarterly
intervals. In addition, special Board meetings will be held when necessary.
Such Board meetings involve the active participation, either in person or
through other electronic means of communication, of a majority of
Directors. The following was the attendance record of the Board meetings
for the year ended 31 December 2008:

ARAFEEEKERRE

WITES -
ERELLE (T/EFE)
ERfmELE (B ZTEREFLEE)

BIUFHTES
BRIEEASEE
RERERE
hERELE

SRBLHRITEEEES B ERHRIHE
2 R RE SRR EARE - 0L P
WATEEREROLFRENER  HEEEE
Moo AT M LR BER AR - SHLIEH
TEFRIRE ETRAEASENRE - B
SMSFARAAELER  ARARARSE
FREBIAL - RARAMRM - =RBLH
NTEFREFAYEE 2 ARREEHE - %
B RBB B o 1597 & L 1 -

EXegaBFARELOR  RONBF R -
N EEREREAFNEETSHREE - LE
EXCERVBAARBOESHRILE - WEBE
MEFRATDEEEGRE - LTREFENEE
“ERNFT _A=T-HULFERTNEES
EEMFREE

Number of meetings RPN 4
Executive Directors: HITES

LAM Kwok Hing (Chairman) ERELE (XE) 4/4 100%

NAM Kwok Lun ERfmEE

(Deputy Chairman and Managing Director) (B EfEFHEFABAEHE) 4/4 100%

Independent Non-Executive Directors: B IEITES ¢

CHEN Wei-Ming Eric PRIEEASEE 2/4 50%

KWAN Wang Wai Alan HRE LA 4/4 100%

NG Chi Kin David hERREE 4/4 100%
Average attendance rate T E 90%
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At least 14 days notice of all Board meetings is given to all Directors and
they can include matters for discussion in the agenda if the need arises.
Directors have access to the advice and services of the Company
Secretary to ensure that Board procedures, and all applicable rules and
regulations, are followed.

Minutes of the Board, the Audit Committee and the Remuneration
Committee are kept by the Company Secretary. Minutes are open for
inspection at any reasonable time on reasonable notice by any Director.

Minutes of the Board and Board Committees have recorded in sufficient
detail the matters considered by the Board and the Committees, decisions
reached, including any concerns raised by Directors or dissenting views
expressed. Draft and final versions of minutes of the Board are sent to
all Directors for their comments and records respectively, in the case of
the Board meetings, the Audit Committee meetings and the Remuneration
Committee meetings, normally within one week, after the meetings are
held.

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.
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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.

Under the code provisions A.4.2. of the Code of CPG, every Director,
including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years. However, according
to Bye-Laws of the Company, the Chairman or Managing Director are
not subject to retirement by rotation or taken into account on determining
the number of Directors to retire. This constitutes a deviation from code
provision A.4.2. of the Code. As continuation is a key factor to the
successful implementation of any long-term business plans, the Board
believes that the roles of Chairman and Managing Director provide the
Group with strong and consistent leadership and allow more effective
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. Ng Chi Kin David shall
retire by rotation and being eligible offer himself for re-election at the
forthcoming annual general meeting.
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BOARD COMMITTEES

The Board has also established the following committees with defined
terms of reference: -

. Audit Committee

. Remuneration Committee

Each Board Committee makes decisions on matters within its term of
reference and applicable limits of authority. The terms of reference as
well as the structure and membership of each committee will be reviewed
from time to time.

a) Audit Committee

On 16 August 2000, the Audit Committee had been established. It
currently consists of three Independent Non-Executive Directors.
The Chairman of the Audit Committee will be subject to rotate for
every 2 years.

Composition of Audit Committee members
CHEN Wei-Ming Eric (Chairman of the Audit Committee)
KWAN Wang Wai Alan
NG Chi Kin David

Role and function

The Audit Committee is mainly responsible for:

1. considering the appointment of external auditors, their audit fees
and questions of resignation or dismissal;

2. reviewing the draft Company’s annual report and accounts and
half yearly before submission to, and providing advice and
comments thereon to the Board of Directors;

3.  reviewing external auditor’s management letter and management’s
response;

4.  reviewing the internal audit programme, ensuring co-ordination
between the internal and external auditors, and ensuring that the
internal audit function is adequately managed and has appropriate
standing within the Company;
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5. considering the major findings of internal investigations and
management’s response;

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

7.  discussing problems and reservations arising from the interim and
annual audits and matters that the external auditors may wish to
discuss (in the absence of the management, where necessary).

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 2008:

5. ZEANMHAECERNEEE 2OE

6. FRARRETERZIER: R

=113

7. RwTHREFEZMSIEAEERRE
BER - RSN BN AR5 i 2 F I8 (10
BERE  ARREEERE)

et

ERZEENFEARTMASH  TEAEMN
AEBHNFTHREFEE - L TIRERZEEN
BE_ZT)\F+_A=+—HIEFERTHE
“EREggRLFLE

Number of meetings EEDN 2
Audit Committee members: BEZEZBEEKE
CHEN Wei-Ming Eric PRIZEASEHE
(Chairman of Audit Committee) (BEZEEFE) 2/2 100%
KWAN Wang Wai Alan WRE LA 2/2 100%
NG Chi Kin David hEERLE 2/2 100%
Average attendance rate R 100%

During the meetings, the Audit Committee would discuss the following
matters: -

1)  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.
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b)

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.

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:

1.

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;

2)

b)
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4. 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;

5. reviewing and approving compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure that
such arrangements are determined in accordance with relevant
contractual terms and that any compensation payment is otherwise
reasonable and appropriate;

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

7.  advising the shareholders on how to vote in respect of any service
contract of Director which shall be subject to the approval of
shareholders in accordance with the provisions of Rule 13.68 of
the Listing Rules.

Where circumstances are considered appropriate, some Remuneration
Committee decisions are approved by way of written resolutions passed
by all the committee members.

The Remuneration Committee has reviewed the remuneration policy and
structure of the Company, and the remuneration packages of the
Executive Directors and the senior management for the year under review.

For the year ended 31 December 2008, there was two meeting held.
The following was an attendance record of the Remuneration Committee
meeting for the year ended 31 December 2008:

4. FEHRHERBERIIKEBBHERE
MARKTEERSRELEFELNE
& AERZEENTAEEHEGQOGKAR
EREHEARBAMEBEEREE ¢

5. FHRMEREZTAREMBRRERIER
BRESHARNBERE  UERZZ
BREABaNERAREREBEER

&
i3

6. MRESFIHIMBEALHMESERTE
AEFH : &

7. WEMRRIE1B.68IKZIRRE - B
BREBRRMAEZEERBELH - BLBRD

MIRREHER -

FHMEZE SRR ARE 2 HMBER MR - A
FATEERSREEABREBAFEARZFH

R

BE_ZTZT)\F+_A=+—HIEFELRT=
REFZ - U T RFHNEEERNBE_TT/N\F+
A=t BUEFESETHNFMEEEERLFE
FCER -

Number of meeting R 2
Remuneration Committee members: FMEEEKE :
NAM Kwok Lun ERfmLE
(Chairman of the Remuneration Committee) (FrNZEEeF/E) 2/2 100%
LAM Kwok Hing ERELAE 2/2 100%
CHEN Wei-Ming Eric BRIZRASCAE 0/2 0%
KWAN Wang Wai Alan BRESRE 2/2 100%
NG Chi Kin David MERLE 2/2 100%
Average attendance rate T E 80%
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Details of the remuneration of each Directors of the Company for the
year ended 31 December 2008 are set out on pages 80 in note 12 to the
consolidated financial statements.

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 2008, 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.

The Board will present a balanced, clear and understandable assessment
to annual and interim reports, other price-sensitive announcements and
other financial disclosures required under the Listing Rules, and reports
to regulators as well as to information required to be disclosed pursuant
to statutory requirements.
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Corporate Governance Report
TRER/HE

INTERNAL CONTROL

The Board and senior management are responsible for establishing,
maintaining and operating an effective system of internal control. The
internal control system of the Group comprises a well-established
organisational structure and comprehensive policies and standards. The
Board has clearly defined the authorities and key responsibilities of each
business and department to ensure adequate checks and balances.

The internal control system has been designed to safeguard the Group’s
assets against loss and misappropriation; to maintain proper accounting
records for producing reliable financial information; to provide reasonable,
but not absolute, assurance against material fraud and errors. Policies
and procedures are established to ensure compliance with applicable
laws, regulations and industry standards and as the on-going process
for identifying, evaluating and managing the significant risks faced by
the Group 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, measure,
manage and control different risks arising from different businesses and
functional activities. Risk management policies and major control limits
are established and approved by the Board. Significant issues in the
management letters from external auditors and reports from regulatory
authorities will be brought to the attention of the Audit Committee to
ensure that prompt 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 place for
the year under review and up to the date of issuance of the annual report
and consolidated financial statements is sound and is sufficient to
safeguard the interests of shareholders, customers and employees, and
the Group’s assets.

AUDITOR’S REMUNERATION

Deloitte Touche Tohmatsu has been reappointed as the Group’s external
auditors at the 2008 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$ 1,300,000 to Deloitte
Touche Tohmatsu for their services including audit and non-audit services.
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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 2008 and up to the
date of this Annual Report as required by the Listing Rules.
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Report of the Independent Auditor
T8 3 A% BLAD R

Deloitte.
=

TO THE MEMBERS OF KARL THOMSON HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Karl Thomson
Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 38 to 111, which comprise
the consolidated balance sheet as at 31 December 2008, and the
consolidated income statement, the consolidated statement of changes
in equity and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and
the true and fair presentation of these consolidated financial statements
in accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance. This responsibility
includes designing, implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of the consolidated
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.

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.
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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 2008 and of
the Group’s loss 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

27 April 2009
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Consolidated Income Statement

:%/T\ EMH-I—EQ%%

For the year ended 31 December 2008

HE-TTN\E+-A=t+—BLEE
2008 2007
—ZEENF —ETLF
NOTES HK$’000 HK$’000
HiaE FET FET
Revenue Wz 7 48,004 90,500
Other income H A 4,591 4,600
(Allowance for) write back of allowance RIBER (48)
for bad and doubtful debts s o1 (1,339) 284
Amortisation of trading rights R SRR (6) (6)
Depreciation e (461) (465)
Finance costs H%EER 9 (1,125) (912)
Other expenses Hfth & A (42,602) (50,853)
Staff costs, including the BB
Directors’ remuneration (BEESHS) (13,646) (18,400)
Impairment loss on exploration and SRR EE
evaluation assets WIEEE (27,377) —
Share of profit of an associate FE(RES &R R) 25 F 11,195 7,216
Share of profit of a jointly ElEEEREZ
controlled entity il — 545
(Loss) profit before taxation BRBiAT (B5t8) &A (22,766) 32,509
Taxation charge WIBHBR 10 (1,264) (3,527)
(Loss) profit for the year FE (BE) &7 11 (24,030) 28,982
Attributable to: FE1G :
Equity holders of the Company RARZE=FERA (15,261) 28,891
Minority interests DEARRE R (8,769) 91
(24,030) 28,982
(Loss) earnings per share Bk (B1E) &% 14
Basic A HK(2.57) cents #Efll HK5.75 cents &1l
Diluted B —  HK5.45 cents /1l
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NON-CURRENT ASSETS

Fixed assets

Trading rights

Exploration and evaluation assets
Interest in an associate

Statutory deposits

Loans receivable

CURRENT ASSETS
Accounts receivable
Loans receivable
Other receivables, prepayments
and deposits
Tax recoverable
Pledged fixed deposits
(general accounts)
Bank balances
(trust and segregated accounts)
Bank balances
(general accounts) and cash

CURRENT LIABILITIES

Accounts payable

Other payables and accrued expenses
Other loans

Amount due to a joint venturer
Amounts due to directors

Tax payable

NET CURRENT ASSETS

FRBEE
BEIEEE

R otk
RRRAAEE
B N EER
EERE
W E R

RBEE

& B3R

W E R

Hi USRS - FALT
RBENEE

75818 ] 13
EHEMERER
(—REP)

RITHET
(ERERBIRF)

RITHETF
(—&P) kA&

RBAE

FEfHERAR

Hit ERARAREAER
HiER
ENBERERENA
FENEEFIR

e TEIR

REBEEFE

NOTES
ft et

15
16
17
18
21
22

23
22

24

24

24

25

26
26
26

Consolidated Balance Sheet

SEEEAREBR

At 31 December 2008

R-_EZENF+-_A=+—H

2008 2007
—EENE —BEF
HK$°000 HK$'000
FET FET
748 968

5 11
290,182 345,371
151,147 135,356
4,075 4,150
792 930
446,949 486,786
32,321 89,056
545 876
9,982 3,061
1,159 257
16,594 63,141
81,750 100,994
38,016 42,264
180,367 299,649
93,593 136,459
8,646 19,697
399 5,594
4,960 23,174
11,430 21,536
— 3,245
119,028 209,705
61,339 89,944
508,288 576,730
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Consolidated Balance Sheet
meEEEAER

At 31 December 2008
R-ZEENGE+-HA=+—8

2008 2007
—E2EN\E —ETLF
NOTES HK$°000 HK$°000
K&t FET FHE T
CAPITAL AND RESERVES AR A

Share capital N 27 59,356 59,356
Reserves Ee 390,537 436,233

Equity attributable to equity holders RARZE=FEEA
of the Company FEfh R 449,893 495,589
Minority interests DI R R A 58,395 81,141

Total equity et A RE 508,288 576,730

The consolidated financial statements on pages 38 to 111 were approved GRAMBRARFEISEINTAER _EZNEFENA

and authorised for issue by the Board of Directors on 27 April 2009 and Tt tHEEESHAERKETIE  WAHNLTR
are signed on its behalf by: xEE
LAM KWOK HING NAM KWOK LUN
EEE EE R
Director Director
EE EF
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Consolidated Statement of Changes in Equity
n/T\ * e ( b Ej] %‘:Z

For the year ended 31 December 2008
HE_ZTZN\F+_A=+—BHLEFE

Attributable to equity holders of the Company

KOF BREAARERR
Currency
translation Minority
Share Share Special Other reserve Accumulated interests
capital  premium  reseve  reserve i3 profits Total 49 Total
BE  ROEE  KHER  HpBE  AEEE  ZHEA £%  HRER At
HK$ 000 HK§ 000 HK§ 000 HKS 000 HK$ 000 HK§ 000 HK§ 000 HKS 000 HK$000
T T#n S T T Tin FhT T Tin
At 1 January 2007 N_E2RtE-R-H 47,100 104,275 29,140 - 3842 35,392 220,349 302 20,731
Exchange diferences arising on AENEE
translation of foreign aperations HECEYER - - - - 6,165 = 6,165 = 6,165
Share of reserve of an associate Elbeinke - - - - 4,800 = 4,800 = 4800
Net income recognised directly BERR
in equity ERELHA - - - - 10,965 - 10,965 - 10,965
Proftfor the year EEg — — = = = 28,891 28,891 91 28,982
Total recognised income KEER
forthe year B2 - - - - 0% 2881 30,856 o 047
Exercise of share options (Note 27) AR (Rt 27) 1,140 19,950 = = = = 21,090 = 21,090
Issue of shares (Note 27) Kk (W 27) 3681 82106 - - - - 85,787 = 85,787
Issue of redeemable convertible YHiED
preference shares (RCPS') (Note 26) ~ TARERR (F:£28) - = — 18507 = — 1850 — 1850
Issue of shares for conversion ity S
of RCPS (Note 27) ThRER (HiE27) 68% 121672 - (128507) = = = = =
Acquisiton of a subsidiary (Note 28) ~ WEETBLR (M3 28) - - - - - - - 80,668 80,668
At 31 December 2007 e ES e e s 59,356 328,003 29,140 - 14,807 64,283 495,589 81,141 576,730
Exchange difierences arising on HENRER
translafion of foreign operafions R EEER - - - S - (031)  (13977)  (49,008)
Share of reserves of an associate ElERENARE = = = = 4,59 = 4,5% = 459
Net expense recognised directly BERR
in equity BRI - = = - (3043) — 04%) (139TT) (44412
Loss for the year EREE - - - - - (f561)  (15261)  (8769)  (24030)
Total recognised expense TERR
for the year s - - - - (0435)  (15261)  (4569)  (22746)  (68442)
At 31 December 2008 H-ZENF+2p=1-R 59,356 328,003 2140 - (15,628 ) 49,022 449,893 58,395 508,268

AEB 2 HRFEHIEMRBERB AR 2R E
B BARREAEEETEERRWENET
BinzEEH 2 Z8 -

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.
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Consolidated Cash Flow Statement
SmERERER

For the year ended 31 December 2008
HE-_ZTZN\F+_A=+—HLEFE

OPERATING ACTIVITIES
(Loss) profit before taxation
Adjustments for:
Allowance for (write back of allowance
for) bad and doubtful debts
Interest income on bank deposits
Amortisation of trading rights
Depreciation
Loss on disposal of fixed assets
Finance costs
Impairment loss on exploration
and evaluation assets
Share of profit of an associate
Share of profit of jointly
controlled entities

OPERATING CASH FLOWS
BEFORE MOVEMENTS IN
WORKING CAPITAL

Decrease (increase) in statutory deposits

Decrease in loans receivable

Decrease (increase) in accounts
receivable

(Increase) decrease in other
receivables, prepayments and
deposits

Decrease (increase) in bank balances
(trust and segregated accounts)

(Decrease) increase in accounts payable

(Decrease) increase in other
payables and accrued expenses

CASH GENERATED FROM OPERATIONS
Interest paid
Hong Kong Profits Tax paid

NET CASH FROM OPERATING
ACTIVITIES

m Karl Thomson Holdings Limited Annual Report 2008

REEK
BRuial (&R) A
SIS IR FE

REEAREE (BEDE)

RITE R B A
R PR

e
BEEENLERE
fT5E R

PR ERTEE

R EEIE
il NI il
IEEERAZ
ikl

AETEEES
) ped
RERERE
A (B EERE
B e E TR
B (3E0)
JE W BR AR
(3800) REAEA
YRS ~ TBIY
RBNEE
A (B RITET
(ERERBILKRF)
OBid) S InFE R RR R
ORid) 1BhnEAbFER
RN IEE R

REXBZHRE
ERHE
ENEEMEH

REABEEL 2
RERE

2008
= &%
HK$’000
FET

(22,766)

1,339

(665)
6
461
33
1,125

27,377
(11,195)

(4,285)
75
469

55,396

(7,034)

19,244
(42,866)

(9,153)
11,846

(1,125)
(5,411)

5,310

2007

T LF
HK$°000
FH#E T

32,509
(284)
(533)

465

912

(7,216)

(545)

25,314
(120)
174

(38,279)

958

(39,058)
58,083

5,739

12,811
(912)
(477)

11,422



Consolidated Cash Flow Statement
FERERER

For the year ended 31 December 2008
HE_ZTZN\F+_A=+—BHLEFE

2008 2007
—EENF —ERLF
NOTE HK$°000 HK$°000
K et FET FHET
INVESTING ACTIVITIES REEK
Purchase of fixed assets BEETEE (274) (507)
Addition to exploration and GEEEYSEET
evaluation assets BEEAR (25,318) (4,666)
Acquisition of a subsidiary W BE B /B 1 ) 28 — (4,563)
Loan to a jointly controlled entity AENFER — (7,618)
Decrease in amount due from WA IEWE &
a jointly controlled entity NEIFRIE — 1,983
Decrease in pledged fixed BB AR
deposits (general accounts) EBRFER (—REP) 39,486 1,575
Interest received BEF 2 665 533
NET CASH FROM (USED IN) RE (AR) REXKZ
INVESTING ACTIVITIES REFE 14,559 (13,263)
FINANCING ACTIVITIES BMEXK
New bank borrowings raised TS IRITE R 54,958 20,899
Repayment of bank borrowings IRITEFUER (54,958) (20,899)
Proceeds on issue of shares LRI TERIE — 21,090
Repayment to a joint venturer JETE B E B EFRIEER (13,213) —
(Repayment to) advance EEHIE GER)
from directors B (6,553) 21,536
Repayment of other loans HA RN ERUER (3,988) (14,637)
NET CASH (USED IN) FROM (FAR) REMEEKZ
FINANCING ACTIVITIES B (23,754) 27,989
NET (DECREASE) INCREASE IN ReREFHREERZ
CASH AND CASH EQUIVALENTS (R4) EInFEEE (3,885) 26,148
CASH AND CASH EQUIVALENTS FHAZRERER
AT BEGINNING OF THE YEAR HELIEH 42,264 16,116
Effect of foreign exchange rate changes HNEE S IR R o S (363) —
CASH AND CASH EQUIVALENTS FRZAERER
AT END OF THE YEAR HELIEH 38,016 42,264
ANALYSIS OF BALANCES OF CASH RERERBREEE
AND CASH EQUIVALENTS EERD AT
Bank balances (general accounts) RITRET (—RERP) K
and cash Tk

38,016 42,264
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Notes to the Consolidated Financial Statements
e B SRR MR

For the year ended 31 December 2008
HE-TT\E+-A=+—RILFE

GENERAL

The Company is an exempted company incorporated under the
Companies Act 1981 of Bermuda (as amended) and its shares are
listed on the Main Board of the Stock Exchange. Its immediate and
ultimate holding company is J&A, which is incorporated in the British
Virgin Islands. The addresses of the registered office and principal
place of business of the Company are disclosed on pages 2 to 3 of
the Annual Report.

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 provision of 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 34.

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

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

In the current year, the Group has applied the following amendments
and interpretations (“New HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) which are or
have become effective.

m Karl Thomson Holdings Limited Annual Report 2008
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008
HE_ZTZN\F+_A=+—BHLEFE

APPLICATION OF NEW AND REVISED HONG KONG 2. HARBITEBUBHREEL KA

FINANCIAL REPORTING STANDARDS (“HKFRSs”) (BT BHKREEN]) &)
(Continued)
HKAS 39 & HKFRS 7 Reclassification of financial assets BEEE £ EMEECEFOLE
(Amendments) F 395K
BB
HEAERIE 7 5%
CHEY)
HK (IFRIC) - INT 11 HKFRS 2: Group and treasury T (BRFBHRE HEVKHREER
share transactions RiELEg F2R—EBER
— RS 11 5% EFRNR S
HK (IFRIC) - INT 12 Service concession arrangements B4 (BERTBERE RESKERIZH
REEEE)

—EE 125

HK (IFRIC) - INT 14 HKAS 19 - The limit on a defined B (BBRGBHRE BEGTER
benefit asset, minimum funding ZELZET) E195: — RERF
requirements and their interaction —REE 1457 BEZRG -
RERESERKR
HgEgE
The adoption of the New HKFRSs had no material effect on how FERFAAMBREER - A2 HHE
the results and financial position for the current or prior accounting LSBT EA A CEERMBRABER
periods have been prepared and presented. Accordingly, no prior EVNWEENTE - At - MEARBEH
period adjustment has been required. FI{EL A% o
The Group has not early applied the following new and revised REBEBWERPERAATEBHBRIDRE
standards, amendments or interpretations that have been issued WMz el RISIEFTHER] - BT R -

but are not yet effective.
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For the year ended 31 December 2008

BE

—EEN\F+-A=+—HILEE

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

(Continued)

HKFRSs (Amendments)

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKAS 32 & 1
(Amendments)

HKAS 39 (Amendment)

HKFRS 1 & HKAS 27

(Amendments)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 7 (Amendment)

HKFRS 8

HK (IFRIC) - INT 9

& HKAS 39
(Amendments)

HK (IFRIC) - INT 13

HK (IFRIC) - INT 15

Improvements to HKFRSs'

Presentation of financial
statements?
Borrowing costs?

Consolidated and separate
financial statements?®

Puttable financial instruments and
obligations arising on liquidation?

Eligible hedged items?®

Cost of an investment in a
subsidiary, jointly controlled entity
or associate?

Vesting conditions and
cancellations?

Business combinations®

Improving disclosures about
financial instruments?

Operating segments?

Embedded derivatives*

Customer loyalty programmes®

Agreements for the construction
of real estate?
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (“HKFRSs”)

(Continued)

HK (IFRIC) - INT 16 Hedges of a net investment in a
foreign operation®

HK (IFRIC) - INT 17 Distributions of non-cash
assets to owners?®

HK (IFRIC) - INT 18 Transfers of assets from
customers’

1 Effective for annual periods beginning on or after 1 January 2009
except the amendments to HKFRS 5, effective for annual periods
beginning on or after 1 July 2009.

2 Effective for annual periods beginning on or after 1 January 2009.
3 Effective for annual periods beginning on or after 1 July 2009.

4 Effective for annual periods ending on or after 30 June 2009.

5 Effective for annual periods beginning on or after 1 July 2008.

6 Effective for annual periods beginning on or after 1 October 2008.
7 Effective for transfers on or after 1 July 2009.

The application of HKFRS 3 (Revised) may affect the Group’s
accounting for business combination for which the acquisition date
is on or after 1 January 2010. HKAS 27 (Revised) will affect the
accounting treatment for changes in the Group’s ownership interest
in a subsidiary.The Directors of the Company anticipate that the
application of the other new and revised standards, amendments
or interpretations will have no material impact on the results and
the financial position of the Group.
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For the year ended 31 December 2008
BHE_ZZNFFT_A=+T—HILFE

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.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group’s equity therein. Minority
interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority’s
share of changes in equity since the date of the combination. Losses
applicable to the minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests of the Group
except to the extent that the minority has a binding obligation and
is able to make an additional investment to cover the losses.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in associates

An associate is an entity over which the investor has significant
influence and that is neither a subsidiary nor an interest in a joint
venture.

The results and assets and liabilities of associates are incorporated
in these consolidated financial statements using the equity method
of accounting. Under the equity method, investments in associates
are carried in the consolidated balance sheet at cost as adjusted
for post-acquisition changes in the Group’s share of the net assets
of the associate, less any identified impairment loss. When the
Group’s share of losses of an associate equals or exceeds its
interest in that associate (which includes any long-term interests
that, in substance, form part of the Group’s net investment in the
associate), the Group discontinues recognising its share 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 Group,
profits and losses are eliminated to the extent of the Group’s interest
in the relevant associate.

3.

e IR R MR
For the year ended 31 December 2008
BHE-_TT\F+-A=t+-HLEE

s
b
g

FTBUR (8)

BMERRR—RAKERTEERZEN
f_g % fE]]:;H}ﬁ% ijb‘/\/\éfIi«(.L./\

BEQRNRE  BENMABGEESL
ARBRERBRERA - MRERE - BE
RAINRERIBA KRB R AN K E R
B & D B)F B B R (T () AR R RRBL(E /S
BIRGAEEABRA - MAKBEIG
BENRNEBREFNABHA KBNS
’“TFEEE’HE (“?‘EA1§E2$’§IQ ey
NEFREMERNRRER)  AREERE
IFEREIEREIE - RBINEIGEE
FRBERBRRAREADEREHORE
BERAE SRR A ERINRR

EASEEEBREQRETRSR -\
MERZBASEMEBE AR 2ERE

200858 BEEBERERAT m




Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008

HE-_ZTEN\E+_-_A=1+—HILtEE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. XE®TBEE®
Joint ventures cERELE
Jointly controlled operations [R] 12 1] 2 75

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.

The results and assets and liabilities of jointly controlled entity are
incorporated in the consolidated financial statements using the
equity method of accounting. Under the equity method, investments
in jointly controlled entities are carried in the consolidated balance
sheet at cost as adjusted for post-acquisition changes in the Group’s
share of the net assets of the jointly controlled entities, less any
identified impairment loss. When the Group’s share of losses of a
jointly controlled entity equals or exceeds its interest in that jointly
controlled entity (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the jointly
controlled entity), the Group discontinues recognising its share 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 jointly controlled entity.

When a group entity transacts with a jointly controlled entity of the
Group, unrealised profits or losses are eliminated to the extent of
the Group’s interest in the jointly controlled entity.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for services
provided in the normal course of business.

Commission and brokerage income are recognised when the
services are rendered.

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial 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.
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For the year ended 31 December 2008
HE_ZZEN\F+ZA=1T—HILEE

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

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.

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

Exploration and evaluation assets

Exploration and evaluation assets are recognised at cost on initial
recognition. Subsequent to initial recognition, exploration and
evaluation assets are stated at cost less any accumulated
impairment losses. Costs of exploratory wells (pipelines, drilling
cost and others) are capitalised pending a determination of whether
sufficient quantities of potentially economic oil and gas reserves
have been discovered.

Exploration and evaluation assets include the cost of exploration
rights and the expenditures incurred in the search for natural
resources as well as the determination of the technical feasibility
and commercial viability of extracting those resources.

When the technical feasibility and commercial viability of extracting
natural resources become demonstrable, previously recognised
exploration and evaluation assets are reclassified as either
intangible or tangible assets. These assets are assessed for
impairment before reclassification.

m Karl Thomson Holdings Limited Annual Report 2008
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Notes to the Consolidated Financial Statements

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. When one of the following events or changes
in circumstances, which is not exhaustive, indicate that the carrying
amount may not be recoverable has occurred, impairment test is
performed in accordance with HKAS 36 Impairment of assets.

. 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.

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

. 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 icome
statement whenever the carrying amount of an asset exceeds its
recoverable amount. Cost incurred in relation to the exploratory
wells are expensed if it is determined that such economic viability
is not attained after performing further feasibility studies that is
usually finished within one year of completion of drilling.
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For the year ended 31 December 2008
HE_ZZEN\F+ZA=1T—HILEE

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment losses on tangible and intangible assets

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

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

Taxation

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

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income or expense
that are taxable or deductible in other years, and it further excludes
items of income or expense that are never taxable and deductible.
The Group’s liability for current tax is calculated using the tax rates
that have been enacted or substantively enacted by the balance
sheet date.
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Notes to the Consolidated Financial Statements

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 and associates,
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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Notes to the Consolidated Financial Statements
A SRR

For the year ended 31 December 2008

HE_ZZEN\F+ZA=1T—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FEETEE®)
Foreign currencies ShitE
In preparing the financial statements of each individual group entity, AR SEERB W ERERE - UZE
transactions in currencies other than the functional currency of that B EBUIINEE NE) ET 2R % T5
entity (foreign currencies) are recorded in its functional currency RELESK AERBFELE CKBERE
(i.e. the currency of the primary economic environment in which ZEB)NRXSAHER ZEXTDE - RE
the entity operates) at the rates of exchanges prevailing on the HER - DINEDIEERIERNEER

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

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the year in which they arise.

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

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (Continued)
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 acquired and the liabilities assumed, unless
those fair value cannot be reliably measured, in which case the fair
value of the assets acquired and the liabilities assumed are
measured by reference to the fair value of the shares issued with
corresponding adjustment made to equity. The fair value of assets
acquired and the liabilities assumed are recognised in consolidated
balance sheet according to their nature.

3.

e IR R MR
For the year ended 31 December 2008
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Notes to the Consolidated Financial Statements
A SRR

For the year ended 31 December 2008

HE_ZEZEN\Ft+_A=1+—RHILEE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. XTEEIHX #H)
Financial instruments EMIA

Financial assets and financial liabilities are recognised on the
consolidated balance sheet when a group entity becomes a party
to the contractual provisions of the instrument. Financial assets
and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities are added to or
deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition.

Financial assets

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

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest income
over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees
paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through
the expected life of the financial asset, or, where appropriate, a
shorter period.

Interest income is recognised on an effective interest basis for debt
instruments.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (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 and statutory deposits 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
affected.Objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or
. default or delinquency in interest or principal payments; or
. 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 and observable changes
in national or local economic conditions that correlate with default
on receivables.
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Notes to the Consolidated Financial Statements
e B SRR MR

For the year ended 31 December 2008
BE-TT/\FT-A=+-AILERE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FEEHEE@

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 loss 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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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (Continued)
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.

Derecognition

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

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.
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Notes to the Consolidated Financial Statements

W

A B R R MY R

For the year ended 31 December 2008
BHE_ZZNFFT_A=+T—HILFE

4.

KEY SOURCE OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies which
are described in note 3, management has made the following
estimate that has a significant effect on the amounts recognised in
the consolidated financial statements. The key sources of estimation
uncertainty at the balance sheet date, that have a significant risk
of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, is discussed below.

Impairment of exploration and evaluation assets

Exploration and evaluation assets are assessed for impairment
annually. The Group determined whether oil concession rights are
impaired requires an estimation of the recoverable amount of the
assets. The Group relied on the expert to assess the geological
prospects for the discovery of oil and gas in the oil field and
estimated the value of oil and gas produced in the future at a suitable
discount rate in order to calculate the present value. For drilling
cost and other exploration and evaluation assets, the Group
determined whether the related well costs are expensed if it is
determined that such economic viability is not attained after
performing further feasibility studies that is usually completed within
one year of completion of drilling. During the year ended 31
December 2008, an impairment loss of approximately
HK$27,377,000 (2007: nil) was provided on exploration and
evaluation assets. The Group’s carrying value of exploration and
evaluation assets as at 31 December 2008 was approximately
HK$290,182,000 (2007:HK$345,371,000).

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, accumulated profits and other reserves.

The Directors of the Company review the capital structure on a
continuous basis. As 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.
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Notes to the Consolidated Financial Statements

FINANCIAL INSTRUMENTS

Categories of financial instruments

Financial assets — loans and receivables B & E — &3 & fEU 218

M RE — IR

Financial liabilities — amortised costs

Financial risk management objectives and policies

The Group’s major financial instruments include bank balances and
cash, pledged fixed deposits, accounts receivable, loans receivable,
other receivables and deposits, statutory deposits, accounts
payable, other payables, other loans and amounts due to a joint
venturer and directors. Details of the financial instruments are
disclosed in respective notes. The risks associated with these
financial instruments include market risk (currency risk and interest
rate risk), credit risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner. The Group’s overall
strategy substantially remains unchanged from prior year.

Market risk

Currency risk

Several subsidiaries of the Company have other receivables and
deposits, pledged fixed deposits, bank balances, other payables,
other loans, amounts due to a joint venturer and directors
denominated in currency other than functional currency of
respective group entities which exposed the Group to foreign
currency risk. The Group does not have a foreign currency hedging
policy currently. However, the management monitors foreign
exchange exposure and will consider hedging significantly foreign
currency exposure should the need arise.
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For the year ended 31 December 2008
HE_ZZEN\F+ZA=1T—HILEE

6.

FINANCIAL INSTRUMENTS (Continued) 6. BBEIA @
Financial risk management objectives and policies (Continued) HMEEBREREEREEK (B)
Market risk (Continued) %5 2 ()
Currency risk (Continued) R (&)
The carrying amounts of the Group’s monetary assets and monetary NTAREERERAHANETIEEE
liabilities denominated in United States dollars (“US$”) at the BERERAGBHNREE
reporting date are as follows:
Assets Liabilities
BE afE
2008 2007 2008 2007
ZEENF —ETLF —EENF —TTLF
HK$°000 HK$000 HK$°000 HK$°000
FET FET FET FET
Subsidiaries with BT REERE
functional currency i)=Y
of Australian
dollars (“A$”) 23,584 56,741 17,262 46,762
Subsidiaries with BTLREEER
functional currency ZKIBRE
of HK$ 5,507 6,617 — —
Sensitivity analysis BURZE DT

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% (2007:
5%) increase and decrease in US$ against A$. 5% (2007: 5%) is
the sensitivity rate used which represents management’s
assessment of the reasonably possible change in foreign exchange
rates. The sensitivity analysis includes only outstanding
denominated monetary items and adjusts their translation at the
year end for a 5% (2007: 5%) change in foreign currency rates. A
positive number below indicates an increase in profit where A$
weaken 5% against US$ for both years. For a 5% strengthening of
A$ against the US$, there would be an equal and opposite impact
on the profit for both years.
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Notes to the Consolidated Financial Statements

FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies (Continued)
Market risk (Continued)

Currency risk (Continued)

Sensitivity analysis (Continued)

Profit or loss in 1) 2K B 12

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to
fixed-rate pledged fixed deposits, loans receivable and other loans.
The Group is also exposed to cash flow interest rate risk in relation
to variable-rate financial assets of bank balances, loans to securities
margin clients 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. The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of Hong Kong Prime Rate arising
from the Group’s variable rate loans to securities margin client and
amounts due to directors.

Sensitivity analysis

The sensitivity analyses below have been determined based on
the exposure to interest rates for variable-rate loans to securities
margin client and amounts due to directors mentioned above at
the balance sheet date. The analysis is prepared assuming the
amount of assets and liabilities recorded at the balance sheet date
was outstanding for the whole year. A 50 basis point (2007: 50
basis point) increase or decrease represents management’s
assessment of the reasonably possible change in interest rates.

If interest rates had been 50 basis point (2007: 50 basis point)
higher/lower and all other variables were held constant, the Group’s
profit for the year ended 31 December 2008 would increase/
decrease by approximately HK$22,000 (2007: increase/decrease
by approximately HK$40,000).
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For the year ended 31 December 2008
BHE_ZZNFFT_A=+T—HILFE

6.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
Market risk (Continued)

Interest rate risk (Continued)

Sensitivity analysis (Continued)

The effect on bank balances has not been taken into account in
preparing the sensitivity analysis because the effect involved is
not significant.

Credit risk

As at 31 December 2008, the Group’s maximum exposure to credit
risk which will cause a financial loss to the Group due to failure to
perform an obligation by the counterparties is arising from the
carrying amount of the respective recognised financial assets as
stated in the consolidated balance sheet. In addition, from time to
time in the ordinary course of its business and as part of its product
offerings to customers, the Group sells and distributes third party
investment products, including certain minibond series relating to
Lehman Brothers (“Minibonds”). Owing to the continuing
developments relating to the Minibonds incident and some of such
developments are not wholly within the control of the Group, the
Group therefore has credit risk exposures on the said distribution
of Minibonds up to a maximum amount of HK$2,570,000 that is
considered to be minimal on the Group’s financial position by the
Directors of the Group.

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 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 Group has concentration on bank balances as the Group had
placed the bank balances in several authorised institutions. With
high credit ratings assigned by international credit-rating agencies,
the Directors of the Group consider the credit risk of such authorised
institutions is low.

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.
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Notes to the Consolidated Financial Statements

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate
by the management to finance the Group’s operations and mitigate
the effects of fluctuations in cash flows. The management monitors
the utilisation of bank borrowings and ensures compliance with
loan covenants.

The Group’s liquidity position is monitored on a daily basis by the
management and is reviewed monthly by the Directors of the
Company. The following table details the Group’s remaining
contractual maturity for its financial liabilities. The table has been
drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group can be
required to pay.

e IR R MR
For the year ended 31 December 2008
HE_ZZEN\GF+ZA=1+T—HILEE

BMBTA @)
MHEAREEERRBE (&)
REE LB R

REBRDESARE  AEBZRLE
BERERARIUT A EELERRE
BehRRDYEZReREARSAR
KE - EREEERRTEEZDABIR
HEAR I8 B AR

AEBZRPESHNAHERESRE
R CUIHARRNEETAERE - TRHFML
AEERESRARRRZIANIHE
o ZRxDRESHAE (DREAKREA
XNERBEZ&F AHRE) 2 RTRR

Total
carrying
amount at
Weighted Total 31.12.2008
average effective undiscounted R-ZEZNF
interest rate Less than 1-3 3 months cash flows +=A
MnEF 1 month months to 1 year KRS =t-H
ERAE  SR-{ER -E=fif ZEAZ-§ REZHE KRHEZLE
% per annum HK$’000 HK$°000 HK$°000 HK$°000 HK$°000
%5F FET TEx FET FET T
2008 —BENE

Accounts payable FEITBR R — 93,593 — — 93,593 93,593
Other payables Hn e AR - 1,707 22 - 1,729 1,729
Other loans A& 18.0% 405 - - 405 399

Amount due to ERNEELE
a joint venturer ERE - 4,960 — - 4,960 4,960
Amounts due to directors ENESTE 2.5% 11,454 - - 11,454 11,430
112,119 22 - 12,141 112,111
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Notes to the Consolidated Financial Statements
e B SRR MR

For the year ended 31 December 2008
HE-_ZTZN\F+_A=+—HLEFE

6. FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies (Continued)

Liquidity risk (Continued)

BBEIR #)
HERAREREBEZREXK (&)
REEz R (E)

Total

carrying
amount at

Weighted Total 31.12.2007
average effective undiscounted =TT L+F
interest rate Less than 1-3 3 months cash flows +-R
METH 1 month months to 1 year KrEE =+—H
ERME  SR—{EA —Z=f8A Z@ARE-4 iEEE KEELE
% per annum HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% BF FET FAL FibT FAL FEL
2007 ZBRLE
Accounts payable JERTERR — 136,459 — — 136,459 136,459
Other payables Hn RN = 5,296 1,150 1,063 7,509 7,509
Other loans EthER 18.0% 5,678 - - 5,678 5,594
Amount due to [ERN&eELE
a joint venturer TEFA — 23,174 — — 23,174 23,174
Amounts due to directors ENEEHIE 5.1% 21,628 = = 21,628 21,536
192,235 1,150 1,063 194,448 194,272
Fair values A¥EE

The fair values of financial assets and financial liabilities are
determined in accordance with generally accepted pricing models
based on discounted cash flow analysis using prices or rates from
observable current market transactions as inputs. The Directors
consider that the carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the consolidated financial
statements approximate their fair values at the respective balance
sheet date.

m Karl Thomson Holdings Limited Annual Report 2008
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Notes to the Consolidated Financial Statements

REVENUE

Commission and brokerage income LA A

Interest income from: REATIEE 2FBHA -
Clients 5P
Authorised institutions R
Others HAth

Advisory fee income EIEE- TN

BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into
three operating divisions, namely, broking, securities margin
financing, and oil and gas segment. These divisions are the basis
on which the Group reports its primary segment information. The
principal activities of these divisions are as follows:

Broking —  provision of stockbroking, futures
and options broking and mutual
funds as well as insurance-linked
investment plans and products

broking.
Securities margin —  provision of securities margin
financing financing.
Oil and gas — exploration and production of oil
and gas.

e IR R MR
For the year ended 31 December 2008
HE_ZZEN\GF+ZA=1+T—HILEE

iy 2
2008 2007
—BE\F  —BBLE
HK$°000 HK$°000
FHT FHET
42,303 78,784
3,611 5,674
752 3,765
83 112
1,255 2,165
48,004 90,500
EBRESE
EBHE

REEB A - A&EHp B =& 285
Ak DRI RRREER  EFRETH
B ROHERRARNE - AEBENZE
BRERERTIESEEN ZEE - 2T
BRIZEZXEBMT :

ESE - RH#EZEE B
EHMEEE B
BEE  RREH
REFERERE

\
L

EHFRETHE - REEFRESH
iéo

AERRAR - ABRRARFEK
RAEE -
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Notes to the Consolidated Financial Statements
A SRR

For the year ended 31 December 2008

BE-_ET/ \E+-_A=+—ALEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. X¥KRHWEDE (&)
(Continued)
Business segments (Continued) ES Sk NE=))

Segment information about these businesses is presented below: REXEB OB ERENTX

Consolidated income statement for the year ended 31 December HE-TZN\GF+A=1T—HILFEZ
2008 REBEETEEE
Securities
margin
financing
Broking BB Oil and gas Consolidated
ERES RESEME HABHRKAR RE
HK$°000 HK$°000 HK$°000 HK$°000
FET FET FEr FEr
REVENUE Wz
Segment revenue RS 44,544 2,065 — 46,609
Unallocated REHE 1,395
48,004
RESULTS E 3
Segment (loss) profit 248 (&) &E7F (1,353) 1,031 (31,742) (32,064)
Unallocated expenses 7 2% (1,897)
Share of profit of FEAG B
an associate NEZ A 11,195
Loss before taxation &% AT 7 (22,766)
Taxation charge TRIEH0BR (1,264)
Loss for the year FER A FEE (24,030)

Karl Thomson Holdings Limited Annual Report 2008




Notes to the Consolidated Financial Statements
ire B SRR M T

For the year ended 31 December 2008
HE_ZTZN\F+_A=+—BHLEFE

BUSINESS AND GEOGRAPHICAL SEGMENTS 8. X¥KRHESE (&)
(Continued)
Business segments (Continued) (%58 (E)

Consolidated balance sheet as at 31 December 2008 RZEENF+_A=+—HZHKEEEE

BER
Securities
margin
financing
Broking Bezs Oil and gas Consolidated
ERE Y RESEE HABARKAR e
HK$’000 HK$°000 HK$°000 HK$’000
FA&T FAET FAET FAET
ASSETS BE
Segment assets DEEE 99,443 19,847 297,481 416,771
Interest in an associate B &A@ 2 i 151,147
Other unallocated
assets HEREIBEE 1,337
Unallocated corporate K Z|# R F)EE
assets 58,061
Consolidated A BEMRE
total assets 627,316
LIABILITIES =N
Segment liabilities DEEE 96,272 1,990 6,700 104,962
Amounts due JERTE = RIE 11,430
to directors
Unallocated corporate  RZE A G EE
liabilities 2,636
Consolidated IRERAERE
total liabilities 119,028
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Notes to the Consolidated Financial Statements
e B ISR R M A

For the year ended 31 December 2008
HE-REN\FE+-A=t+—AIEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. XKRHMESE#E)
(Continued)
Business segments (Continued) ES Sk NE=))
Other information for the year ended 31 December 2008 HE-TZN\GF+A=T—HILFEZ
H &R
Securities
margin
financing
Broking Fekz) Oiland gas  Unallocated Consolidated
KX  RESHE BAARRAR R B )
HK$°000 HK$’000 HK$°000 HK$°000 HK$°000
FET FET FET FET FET
Additions to fixed assets Bl & EER 274 — — — 274
Additions to exploration and  Fi#% R st
evaluation assets BEER — — 25,318 — 25,318
Impairment loss on
exploration and R R 5T
evaluation assets BERESE — — 27,377 — 27,377
Amortisation of R PR
trading rights 6 — — — 6
Depreciation e 444 — — 17 461
Allowance for bad and RIEEIRR
doubtful debts 673 566 — 100 1,339
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Notes to the Consolidated Financial Statements
b E

For the year ended 31 December 2008

BE-_ZT \E+-_A=1+-ALFE

BUSINESS AND GEOGRAPHICAL SEGMENTS 8. X¥KRHESE (&)
(Continued)
Business segments (Continued) (%58 (E)

BE_TTLF+ _A=+—HLFEZ

Consolidated income statement for the year ended 31 December

2007 IREBEETEER
Securities
margin
financing
Broking EH Oil and gas Consolidated
IR RELHE HAHRRAR e
HK$°000 HK$°000 HK$°000 HK$’000
FH#ET F#ET F#ET F#ET
REVENUE U 2=
Segment revenue DA 83,962 3,521 — 87,483
Unallocated ANENBE 3,017
90,500
RESULTS ES
Segment profit (loss) 2 %E&A (EE) 30,233 2,942 (4,669) 28,506
Unallocated expenses 7 2 (3,758)
Share of profit of JE (L H
an associate RNElZ T 7,216
Share of profit of JEIEE &
a jointly controlled NI vl
entity 545
Profit before taxation  BRFX AT F 32,509
Taxation charge HIEMkR (3,527)
Profit for the year FERAFERE 28,982
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Notes to the Consolidated Financial Statements

A B R R MY R

For the year ended 31 December 2008
BE-_BT\F+-A=t+—HLEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

Business segments (Continued)

Consolidated balance sheet as at 31 December 2007

ASSETS
Segment assets

Interest in an associate

Other unallocated
assets

Unallocated corporate
assets

Consolidated
total assets

LIABILITIES
Segment liabilities

Amounts due
to directors
Unallocated corporate
liabilities

Consolidated
total liabilities

8. XRKHEDME &)

¥R (E)

R_ETZ+E+-_A=+—HEAREESR

fEx
Securities
margin
financing
Broking FEH Oil and gas
KESE REEHME AHARRAR
HK$°000 HK$°000 HK$000
F#ET F#ET F#ET
'E
DEEE 158,623 35,513 345,895
ik NS F
HibhREBEE
REWARIEE
FEBERRE
afE
SHAR 144,647 4,226 31,971
e EFE IR
REBRARIBE
e aBEs

Karl Thomson Holdings Limited Annual Report 2008

Consolidated

]
A

HK$°000
FETT

540,031

135,356
1,806

109,242

786,435

180,844

21,536

7,325

209,705



BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

Business segments (Continued)

Other information for the year ended 31 December 2007

Additions to fixed assets

Additions to exploration
and evaluation assets

Amortisation of trading
rights

Depreciation

Write back of allowance
for bad and
doubtful debts

Geographical segments

Notes to the Consolidated Financial Statements

e IR R MR
For the year ended 31 December 2008
HE_ZZEN\GF+ZA=1+T—HILEE

8. XBRMEZDE (#®)
E¥DEBE)
R-ZET+EF+_A=+—HBILFEZH
ftb &
Securities
margin
financing
Broking #%  Oilandgas  Unallocated Consolidated
BEEE (RELHE ABRRAR B N
HK$'000 HK$'000 HK$'000 HK$°000 HK$°000
FH#ET F#ET FH#ET F#ET F#ET
EI= =3 500 — — 7 507
B BR B Aty 5
BELR — — 338,308 — 338,308
6 — — — 6
E 419 — — 46 465
R B J8 4 [0 3¢
272 12 — — 284
i E 58

All of the activities of the broking and securities margin financing

segments are based in Hong Kong and all of the Group’s revenue
is derived from Hong Kong. All of the activities of oil and gas
segment are based in Egypt.

AEEZREPEFRECHEXRBHE
BAERE MAKBZAEREREE
B AMRRRREGHERRK °
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Notes to the Consolidated Financial Statements

e R R MR
For the year ended 31 December 2008
BE-_BT\F+-A=t+—HLEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

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:
Hong Kong B
Egypt %R

9. FINANCE COSTS

Interest on borrowings wholly
repayable within five years:
Bank borrowings
Amounts due to directors
Other loans

Karl Thomson Holdings Limited Annual Report 2008

Carrying amounts

8. XBRMEDE (&)

HWEDE (E)

AT R BREEREEEERMKRMES

BERNREEZ DN

Additions to fixed
assets and exploration

and evaluation assets

of segment assets EEEER
P EEERAE BHERETTEEER
Year ended Year ended
At 31 At 31 31 December 31 December
December December 2008 2007
2008 2007 BE-ZEN\E HE-ZZtHF
R-ZEENE RZZELF +=A=+-H +-A=+—H
+=ZA=+-H +=-A=+—"H LEE IEFE
HK$’000 HK$'000 HK$’000 HK$'000
FET FET FET FET
119,290 194,136 274 507
297,481 345,895 25,318 338,308
416,771 540,031 25,592 338,815
9. UHBEH
2008 2007
—EEN\FE —ETtF
HK$°000 HK$’000
FET FHET
FﬁiWE%Z
i=§ T%\%U
ﬁETTE%H 166 267
FENEERIR 453 142
HEMER 506 503
1,125 912




Notes to the Consolidated Financial Statements

10. TAXATION CHARGE

Current tax: IREFFIA

BBFISH

Underprovision of Hong Kong BEFESRS
Profits Tax in prior years FISTHEE TR

Hong Kong Profits Tax

Deferred tax (Note 20) RIERITE (KiE: 20)

On 26 June 2008, the Hong Kong Legislative Council passed the
Revenue Bill 2008 which reduced corporate profits tax rate from
17.5% to 16.5% effective from the year of assessment 2008/2009.
Therefore, Hong Kong Profits Tax is calculated at 16.5% (2007:
17.5%) for the year.

No provision for Hong Kong Profits Tax has been made for the
year ended 31 December 2008 as the Group has no assessable
profit for the year.

No provision for profits tax is made in other jurisdictions as the
subsidiaries operating in other jurisdictions have no assessable
profits for the year.

The amount of underprovision of Hong Kong Profits Tax in respect
of prior years of HK$1,264,000 represented the tax charge resulting
from the utilisation of tax losses claimed in prior years being not
approved by the Hong Kong Inland Revenue Department.

e IR R MR
For the year ended 31 December 2008
BHE-_TT\F+-A=t+-HLEE

B IR H1 BR
2008 2007
—EBNFE  —TTHA
HK$°000 HK$°000
FHT FHIT
— 3,447
1,264 =
1,264 3,447
— 80

1,264 EHVA

m_77A$AH +AE %%iﬁm
BRATSEN\FHRAKIER  H=F
NE/ ZZBZNFHRFERBER - AK
NAIFEFHEB17.56%E16.5% > Eitt + &
iﬁZ%i}%ﬂ SFIA16.6% (Z T L4F ¢
17.5%) 51 & °

HRANEERARRVEHN - S ERE
E_ZENF+ A=+ -RHILFERSE
MBHRERALB BN SR IE IR -

HRAFEEMNERLLE 2B ARIRE
JE SR 5t M) - R T L A 2 [ R ER M S R
B -

BEFETAENGHEBEGIERR
1,264,0007% 7T X 5% 18 1 F /Z £ F B 7% &
B MZBBRRREERERRA ZHEA
kR -
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Notes to the Consolidated Financial Statements
e B SRR MR

For the year ended 31 December 2008
HE-_ZTZN\F+_A=+—HLEFE

10. TAXATION CHARGE (Continued) 10. BIEHIBR (&)

FEZBENE  BEQBSFTBR R

The taxation charge for the year can be reconciled to the (loss)

profit before taxation per the consolidated income statement as

follows:

TRl (B 1R) A 2 HERN T -

2008 2007
—EENF —ETLF
HK$°000 HK$°000
FET FAET
(Loss) profit before taxation BRTiAT (B51R) RA (22,766) 32,509
Taxation charge at the Hong Kong ABEARFIE 16.5%
Profits Tax rate of 16.5% ZEET+F :17.5%)
(2007:17.5%) AEZBR (3,756) 5,689
Tax effect of share of profit FEIREE R RNEF 2
of an associate M E (1,847) (1,263)
Tax effect of share of profit JEMRE L RRERZ
of a jointly controlled entity MR & = (95)
Tax effect of income not taxable for ~ HZEF T IE MR <
tax purpose WA 2 B i 5 2 (155) (826)
Tax effect of estimated tax losses RERGEFTHEEE 2
not recognised M E 533 386
Underprovision in prior years BEFERBTR 1,264 —
Tax effect of expenses not deductible  “NEEFLEL B EHNRIFI S 2
for tax purpose Mg 2 874 1,098
Tax effect of deductible temporary RERIBAZ 2 EREE 2
differences not recognised ISz E 4,517 =
Tax effect of utilisation of RB AR S E A
tax loss previously not recognised R BIEE (166) (1,462)
Taxation for the year FEZHIA 1,264 3,527
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Notes to the Consolidated Financial Statements
e IR R MR

For the year ended 31 December 2008
BE-_TT N \E+-_A=t+—BAILEE

11. (LOSS) PROFIT FOR THE YEAR 1. FE (BB EF

2008 2007
—E2ENE —ETLF
HK$’000 HK$°000
FHET FET
(Loss) profit for the year has FE (B1E) &F

been arrived at [REH]S

after charging (crediting): (Bt A) T3&IE -

Auditor’s remuneration ZERRD B 1,300 1,500
Contributions to retirement RIREFET B 5K

benefits schemes (BEEEKA)

(included in staff costs) 511 576
Loss from error trades R FE51E 75 178
Loss on disposal of fixed assets BEEEHEREE 33 —
Share of tax of an associate (included [E{REf = A R 2 FiE

in share of profit of an associate) (R E QR ZBFMA) 384 343
Interest income on bank deposits RITIFRF B A

(included in other income) (BFEEAYA) (665) (533)
Net foreign exchange loss HNIE 518558 5,186 975
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Notes to the Consolidated Financial Statements

e R R MR
For the year ended 31 December 2008
BE-_BT\F+-A=t+—HLEE

12. DIRECTORS’ EMOLUMENTS

Fees: e
Independent Non-Executive ~ BUFEHTES
Directors
Other emoluments to WTESL
Executive Directors: Hit -
Salaries and other benefits % M E &7
Contributions to retirement R (R4

benefits scheme HELS S

Total remuneration BHe
Fees: e
Independent Non-Executive B JFH{TEZ
Directors
Other emoluments to HTEZZ
Executive Directors: Hitni -
Salaries and other benefits % & R E &7
Contributions to retirement R /Ki&7I

benefits scheme SR

Total remuneration ame

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.

m Karl Thomson Holdings Limited Annual Report 2008

12. EEM=
Lam Nam Ng Chen Kwan Total
Kwok Kwok Chi Kin Wei-Ming Wang Wai a#
Hing Lun David Eric Alan 2008
EEE E@fR g3 REH BLRE —EERNE
HK$’000 HK$’000 HK$°000 HK$’000 HK$°000 HK$’000
TET TET FiEx TET FiEx TET
- — 50 50 50 150
984 984 = = - 1,968
12 12 - — = 24
996 996 50 50 50 2,142
Lam Nam Ng Chen Kwan Total
Kwok Kwok Chi Kin Wei-Ming Wang Wai a#
Hing Lun David Eric Alan 2007
E@E EdfR 5E REH BE —ERLE
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$000
FER TET FET TET FET FET
— — 50 50 50 150
1,848 1,848 — = = 3,696
12 12 — — — 24
1,860 1,860 50 50 50 3,870

RREEAR  AEBRERIMESN
EABE - ARSI EMAKRSE B SR
BERE - RFER - EFIWEBE T
ﬁ o



Notes to the Consolidated Financial Statements

13. EMPLOYEES’ EMOLUMENTS

The five individuals with the highest emoluments in the Group
included two (2007: two) Directors of the Company for the year,
details of whose emoluments are included in note 12. The
emoluments of the remaining three (2007: three) individuals were
as follows:

e REAER
RORTEHIFH IR

Salaries and other benefits
Contributions to retirement
benefits scheme

The aggregate emoluments of each of these remaining three (2007:
three) highest paid individuals were less than HK$1,000,000.

During the year, no emoluments were paid by the Group to the
above-mentioned individuals as an inducement to join the Group
or as compensation for loss of office.

4R E B IS R R MY T
For the year ended 31 December 2008
BHE-_TT\F+-A=t+-HLEE

13. EEM <

REER  AEBEZARRSHFMALE
BERE (CETLF MB)ARAES
HE B ISHNMEE1218 - EBR=% (=
ZRLF ZR)ATZMEWT ¢

2008 2007
—EENFE —ETLF
HK$’°000 HK$°000
FET F#T
1,542 1,883

36 36

1,578 1,919

HBR=%(CZZLF =R BEREH
A+ 2 B & #5154 501,000,00078 7T °

REEAR  AEBRER B A LXME
I B - PAOR S A0 AR 5 B 3 1 7 B B

BR1E -
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Notes to the Consolidated Financial Statements

W

A B R R MY R

For the year ended 31 December 2008

BE

14. (LOSS) EARNINGS PER SHARE

—EEN\F+-A=+—HILEE

The calculation of the (loss) earnings per share is based on the

following data:

(Loss) profit attributable to the equity
holders of the Company for
the purposes of basic and
diluted earnings per share

Weighted average number of
ordinary shares for the purpose
of basic (loss) earnings per share

Effect of dilutive ordinary shares
arising from placing options
Effect of dilutive ordinary shares

arising from RCPS

Weighted average number of
ordinary shares for the purpose
of diluted earnings per share

R EERER
KB RF 2
ARBZERFTFBA
FEiE (B51R) AAFER

AESREN (BR) 882

EEBE IO A

FLERBRELE L
EpilbEk bz
B AR B IREL
ERENEETE

RN E# R
BREFH
Rl S2)¢=!

No diluted loss per share was presented for the year ended 31

December 2008 as there were no potential ordinary shares during

the current year.

m Karl Thomson Holdings Limited Annual Report 2008

BR(GR) 27

B (BR) BF TR T SEAE

2008 2007
—BB\F  —TTtF
HK$°000 HK$'000
FET FHEIT
(15,261) 28,891

Number of shares

ROBA
’000 ‘000
I FH

593,562 502,037

2,310
25,363
529,710

AAFETEBEELBR  RNEREEZ
EENF+_A=t—BLEFEZEKE
BEERZY -



Notes to the Consolidated Financial Statements
ire B SRR M T

For the year ended 31 December 2008
HE_ZTZN\F+_A=+—BHLEFE

15. FIXED ASSETS 15. EEEE
Furniture
Leasehold Computer and Motor
improvements equipment fixtures vehicles Total
HEWELE BiRE BRARES RE a&f
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
FET FET FET FET FET
COST BAE
At 1 January 2007 RZZTLF
—A—H 732 5,698 4,154 2,132 12,716
Additions BN 289 181 37 — 507
Disposals & — (61) (183) — (244)
At 31 December 2007 RZZTTLF
+=—A=+—H 1,021 5,818 4,008 2,132 12,979
Additions R 49 112 113 — 274
Disposals k= (126) (1,482) (2,712) — (4,320)
At 31 December 2008 RZZEENF
+=—A=+—8H 944 4,448 1,409 2,132 8,933
DEPRECIATION e
At 1 January 2007 RZTZTLF
—A—H 702 4,914 4,091 2,083 11,790
Provided for the year FERE 15 375 35 40 465
Eliminated on disposals & — (61) (183) — (244)
At 31 December 2007 R-ZTTLF
+=—A=+—8H 717 5,228 3,943 2,123 12,011
Provided for the year FERE 68 346 38 9 461
Eliminated on disposals ~ Hi & &85 (108) (1,477) (2,702) — (4,287)
At 31 December 2008 RZZTENF
+=A=+—H 677 4,097 1,279 2,132 8,185
CARRYING VALUES BREE
At 31 December 2008 RZZEEN\F
+=—A=+—8H 267 351 130 — 748
At 31 December 2007 RZZTTLF
+=—A=+—H 304 590 65 9 968
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Notes to the Consolidated Financial Statements
A SRR

For the year ended 31 December 2008

BE-_ET/ \E+-_A=+—ALEE

15. FIXED ASSETS (Continued) 15. BEEE (&)
Depreciation is provided using the straight-line method at the TE & E Y A E RIR I AT & MR A
following rates per annum: FTEITE
Leasehold improvements 20%-33"/3% HEMHEERE 20%-33"/3%
Computer equipment 20%-50% BB 20%-50%
Furniture and fixtures 20%-40% RIMMREE 20%-40%
Motor vehicles 20%-30% T 20%-30%
16. TRADING RIGHTS 16. X5
HK$°000
FAET
COST RAE
At 1 January 2007, RZZEZTLF—H—QH-
31 December 2007 and “ERLFETA=+—HK
31 December 2008 —EENF+=ZA=1+—H 50
AMORTISATION #en
At 1 January 2007 RZZTZTLF—H—H 33
Provided for the year FEEE 6
At 31 December 2007 RZEZELF+=-A=1+—H 39
Provided for the year FREEE 6
At 31 December 2008 RZZEZENF+_A=+—H 45
CARRYING VALUES AR B
At 31 December 2008 RZEZENF+=A=+—H 5
At 31 December 2007 R-FFLF+-A=+—H 11
Trading rights represent two trading rights in the Stock Exchange REEENRE T2 MRS E RS S
and one trading right in the Hong Kong Futures Exchange Limited. ERXGBERARIZ —EARX S5 - X5
Trading rights are amortised over nine years. THIR N -
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For the year ended 31 December 2008
HE_ZTZN\F+_A=+—BHLEFE

17. EXPLORATION AND EVALUATION ASSETS 17. BERRMATEE

Oil
concession
rights
(Note a) Others
Pk (Note b) Total
R Hity et
(PfffzEa) (fff3E b)
HK$'000 HK$000 HK$°000
FHET FET FHET
COST AND AR AREE
CARRYING VALUES
At 1 January 2007 RZZTZE+F—HA—H — — =
Acquired on acquisition UG REHI B A )
of a subsidiary (Note 28) ZEE (s 28) 310,758 22,884 333,642
Additions IR — 4,666 4,666
Exchange adjustment HNIE FHEE 6,502 561 7,063
At 31 December 2007 MZZETLF
+=—A=+—H 317,260 28,111 345,371
Additions BN — 25,318 25,318
Impairment loss (Note c) WEEE (MiiEc) — (27,377) (27,377)
Exchange adjustment HNIE A EE (58,629) 5,499 (53,130)
At 31 December 2008 R-BENF
+=—A=+—8 258,631 31,551 290,182
Notes: B 5
(a) Oil concession rights represented the rights given by Egypt (a) AHFTFECEERRERBFERRZER
government in relation to exploration and extraction in the oil fields Z @M A R =1 MH A 2 h M R &I
of Block 2 and Block 3 in Egypt. The exploration period granted by T 2R - RRBNH _EHER=

Egypt government for both Block 2 and Block 3 was eight years
from September 2006. After the successful exploration of oil, the
Egypt government will grant further twenty years for the extraction
period for both Block 2 and Block 3. Both Block 2 and Block 3 is
jointly operated with Groundstar and details of the financial
information shared by the Group for these two blocks are disclosed
in note 19. When the oil is produced in the field, certain percentage
of crude oil extracted will be set aside to recover exploration,
operation and development cost paid by the joint venturers. The
remaining crude oil extracted will be shared at a pre-agreed
proportion between the joint venturers and the Egyptian government.

EmEEFZFARBBE-_TTNFLAR
BENE - RAABEKINE - KRB
BenEmhE Rk = EEEETFEN T
FRAKP  —RBHR=EHETHE
GroundstarF R AE & o AN E @R Z = &)
HATE 2 B AR BRI T 195K E - &
HAAEEABR  ABRELEZ —EHHZIR
X?EJ?/EEH% ﬁéﬁu/\ﬁi‘“%ﬁ%—ﬂ&ﬁlﬁ
R - EEREEAAN o FIRIZREH
gRE ﬁi‘“ EEERRERBNFZEERE
Z B SR o
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For the year ended 31 December 2008
HE-_ZTZN\F+_A=+—HLEFE

17. EXPLORATION AND EVALUATION ASSETS
(Continued)

(b)  Others represented the geological and geophysical studies costs,
casing, drilling and trenching expenses and labour costs incurred in

the oil exploration processes.

(c)  During the year, the Group carried out the impairment review for its
pipelines and casing and others exploration and evaluation assets.
An impairment loss of approximately HK$27,377,000 (2007: nil) had
been recognised in the consolidated income statement during the
year in relation to one well in Block 2. The Directors of the Group
concluded that the well is not economically viable as the well is dry.
Therefore, the relevant exploration and evaluation costs for drilling
this well had impaired in the consolidated income statement.

18. INTEREST IN AN ASSOCIATE

Cost of investment in an associate BB LMHERTIRE

listed in Hong Kong BN =]
Share of post-acquisition profits W BB 1% FE AR s T
and reseves R f#E
Discount on acquisition of associate ~ HtBEHE & A Bl HTE

Fair value of listed shares WD AFEE

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 2008, 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.
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17. BRRGFEE &)

(b) HMAXRRHAKERTEEZIWE RIBIR
MEMFTRA K  BEREZRERERR
T AR e

() RAFE AEEHTHBERIRRHE
R R EEZRERS c RAF
ErEAR-_EHBZ—@AHF 8
27,377,000 T (ZE T F:#) ZHE
BERGAESRTHRTER - AEEZ
EEER AR RERBEREEZ A
ThEE o Bt - HEETRBF R R
FTEEKRADRGEBETERIERE -

18. BENTER

2008 2007
—BRNFE  —ETTLA
HK$°000 HK$°000
FHT BT
53,399 53,399
54,715 38,924
43,033 43,033
151,147 135,356
32,319 100,997

ZEEEARE BN N BEE 247.37
%REHE - DMEER A — R B R ETMAK
MZAE ERDRBRATET c RZF
TENF+_A=+—8  DMNBERzE%
TR BRI B426,463,400% 3B AT -
BREE0.017 T - TNE AR ENE A A
TEREBEREED o MR REK
BRARIZEFEEXEME AP EARKLRM
C BIERE o
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BE-_ZT \E+-_A=1+-ALFE

18. INTEREST IN AN ASSOCIATE (Continued) 18. BE&E NFRER (B)
The following details have been extracted from the audited AT 2 516 Th i 8% B 2o M B A8 2 AS B8 A% 4R
consolidated financial statements of ATNT: &I HRK
2008 2007
—EENE —ETLHF
HK$°000 HK$’000
FHET FET
Total assets BEBT 525,646 583,121
Total liabilities BEERE (193,034) (282,779)
Net assets BEFH 332,612 300,342
Group’s share of net assets of REE FE(REEE A R]
the associate FEE 151,147 135,356
Revenue g 482,091 521,658
Profit for the year FEm A 23,633 15,306
Group’s share of profit of the AEEEEFEE
associate for the year /N el 11,195 7,216
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HE-FT\F+-A=t+—BLFE
19. INTEREST IN JOINT VENTURES 19. EEREDLE
Jointly controlled operations HE I 2T

(@)

Jointly controlled operation in Block 3

The subsidiary of Volant Petroleum Limited (“Volant”), Pan
Pacific Petroleum Egypt Pty Ltd. (“Pan Pacific”) had entered
into a joint operating agreement (the “First JOA”) with
Groundstar in November 2006 to develop and produce crude
oil in the oil field of Block 3. Pan Pacific and Groundstar had
the participating interest in Block 3 of 40% and 60%
respectively.

Pursuant to First JOA, Groundstar would bear total costs for
exploration of Block 3 for the initial US$7,000,000 (equivalent
to HK$54,600,000). Once the total costs incurred exceed
US$7,000,000, Groundstar would bear 60% and Pan Pacific
would bear 40% of the exceeded costs according to the
participating interest in Block 3. The profit derived from Block
3 will first cover the operating and development costs and
thereafter is shared by the proportion of 40% to Pan Pacific
and 60% to Groundstar.

The summary of assets included in the consolidated financial
statements in relation to the Group’s interest in First JOA is
as follows:

4%

Assets

There were no results recognised in the consolidated financial
statements for First JOA for both years since Block 3 is still in
its exploration stage.

Karl Thomson Holdings Limited Annual Report 2008

(a)

31 M M 2 2k R 2 Bl = 75

Volant Petroleum Limited (
[Volant] ) Z M & 2 & Pan Pacific
Petroleum Egypt Pty Ltd.([Pan
Pacificl) E2Groundstari® —ZZ N4
+— AR AREERE ([E—EH
&) MNEBMHEREREERMS -
Pan Pacific} Groundstar/ 3 ji M
DRIFFE40% R60% 2 D E R o

BIEE—H#HiE - Groundstar&kEH
7,000,0003 7t ( #8557 54,600,000
STT) 3@ M H R 2 BN - BB
ZN B # 7,000,000 7T - %’Eﬁl\ﬁ-ﬂ}%&
A #5 1% Groundstar &2 Pan Pacific £ £
=[EhE = H) - BlGroundstar

60% K& Pan Pacific 40% * &¥ER E3
EHARK B EEREINE
BERAZEKA  EBR1#240% &60%
Z Bl 5k F Pan  Pacifick

Groundstar °

REEFAMBEBRREBARERE R
HEz BEEMEMT

2008 2007
—BEN\E —ERTLF
HK$’000 HK$'000
FET TET
57,811 70,917

RS B ) AR A BRI - B
UL E — B R S R E 2 A B
CEES R b
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HE_ZZEN\F+_A=1+—HItFE
19. INTEREST IN JOINT VENTURES (Continued) 19. RERELE (B
Jointly controlled operations (Continued) HEZEBIELE (&)

(b)

Jointly controlled operation in Block 2

The subsidiary of First Energy Pty Limited (“First Energy”),
Aminex Petroleum Egypt Limied (“APEL”) had entered into a
joint operating agreement (the “Second JOA”) with Groundstar
in April 2007 to develop and produce crude oil in Block 2.
APEL and Groundstar had the participating interest in Block
2 of 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 do 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% and Groundstar
would bear 20% of the exceeded cost. 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 aggregate amount of assets and liabilities, income and
expenses recognised in the consolidated financial statements
in relation to the Group’s interest in Second JOA is as follows:

Assets BE
Liabilities BfE
Income WA
Expenses XH

(b)

IR e 208 Jm [ 2 HRHE H X5

First Energy Pty Limited([First
Energyl ) 2 f§ B 2 & © Aminex
Petroleum Egypt Limied ([APEL])
EAGroundstari® ZEZ+F M B 5]
—IEARZER® ([F-EHZE]) -
F 218 i B B 3 R A E R OB o APELR
GroundstariA 2[& ji F 5 515 5 80%
K20% 2 2 EiER

RIESE A% - APEL K Groundstar
AETR LA 2 2@ A BEREKA - &
A 2 R ERA AR T E8389,000,0003%
7T (# % 770,200,000 7T) * APEL
15 £ 60 % A A8 & Groundstarig # #&
40%PK AR o B E A 2 K N R 8
9,000,000 7t (485 770,200,000
7T) A P E L¥EHEESIRK
Groundstari§ A& ¥ 20% 58 SN AR © 1E
A EMBEERT - RE 2@ M E 2%
HETRESNEERAENA - &
‘AR HE 2 S B 5B - BIAPEL
80% M Groundstar 20% °

REEAMBEHRRERBRAKENE

“HEHpHEZEEREE  WARIZH
ZBBEHMEMT

2008 2007

—EEN\F —ET+E
HK$’000 HK$°000

FHET FET

239,850 275,982

478 914

4,041 _

551 _
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20. DEFERRED TAX ASSETS

The following are the major deferred tax liability and asset
recognised and movements thereon during the year:

20. EEHBEBEE

Accelerated

AFEETIBCHAZECHEREBEREE
REZSHMT :

depreciation Tax losses Total

R E &R e

HK$000 HK$’000 HK$’000

T#ET T#ET T#ET

At 1 January 2007 RZZTZE+F—HA—H (25) 105 80

Credit (charge) to consolidated REERIRA BT SR

income statement for the year A (HBR) 25 (105) (80)
At 31 December 2007 and RIZEZAF+__HA=+—H

31 December 2008 —ETN\F+ZA=+—H — — —

At the balance sheet date, the Group had estimated unused tax
losses and deductible temporary differences of approximately
HK$25,680,000 (2007: HK$23,456,000) and HK$27,007,000 (2007:
nil) available for offset against future profits respectively. No
deferred tax asset has been recognised in relation to such unused
tax losses and deductible temporary differences as it is not probable
that taxable profit will be available against which the unused tax
losses and deductible temporary differences can be utitised. Tax
losses may be carried forward indefinitely.

m Karl Thomson Holdings Limited Annual Report 2008

REER - XEBEBRBAGEFREER
RANR B & 2 8 s = & 5 5l £925,680,000
BT (ZZTZ L ¢ 23,456,000 7T) &
27,007,000/ 7 (Z ST F : &) Al 3K
SH AR T o R B FE R it A T LA K
AABABBEBRIIBAS 2 GREEE
HHEERA  BRRAEBRIARSAHBER
EMERAEcEREZEOEEHBEE -
HsEEN e BB HLEE -
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21. STATUTORY DEPOSITS 21. FERSE
2008 2007
—EENE ZTTLF
HK$’000 HK$°000
FET FET
Deposits with: TR I AR ZFIE
The Stock Exchange 622 AT 275 350
The Securities and Futures Commission ZENHIEEREREE S 2,100 2,100
Hong Kong Securities Clearing BRERREEERAR]
Company Limited (‘HKSCC”) (THhR&EE]) 200 200
Reserve Fund Contribution to BBHERS#EE
Hong Kong Futures Exchange BRAT]
Clearing Corporation Limited (TR #EE )
(“HKFECC”) ZEESHR 1,500 1,500
4,075 4,150
22. LOANS RECEIVABLE 22. BEIWER
2008 2007
—EENE ZTTLF
HK$’000 HK$°000
FET FHET
Fixed-rate loans receivable ELERER
denominated in functional currency HEGK
of Hong Kong dollars BBTT 1,337 1,806
Carrying amount analysed REwmRER®ZZ
for reporting purposes: BREEDHT :
Current assets (receivable mEEE (REEBAR
within 12 months from FETZ@AR
the balance sheet date) 2 FEWRIE ) 545 876
Non-current assets ERBEE (HAEEAR
(receivable after 12 months ATET=@A%E
from the balance sheet date) 2 FEWRIE ) 792 930
1,337 1,806
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22,

LOANS RECEIVABLE (Continued)

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

—FR2H
—FEMFAIH
MEZ=FAE|H
—FEMFATH
MEERFREH
h R FH

Matured within 1 year

Matured within 1 year and 2 years
Matured within 2 years and 3 years
Matured within 3 years and 4 years
Matured within 4 years and 5 years
Matured over 5 years

Loans receivable with an aggregate carrying value of approximately
HK$860,000 (2007: HK$924,000) are secured by a property located
in Hong Kong. The Group is not permitted to sell or repledge the
property 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% to 10.75%
(2007: 7% to 9.75%) per annum. Interest rate term is fixed at the
time when entering into loan agreement. The periods of the loans
were from 1 year to 10 years.

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$1,337,000 (2007: HK$1,806,000) 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.
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22. EWER (&)

EEREERZENTHBELT :

2008 2007
—gBNE  -FTtAE
HK$’000 HK$°000
FHT FRT
545 876

73 138

78 73

84 78

90 84

467 557
1,337 1,806

4 TH E #7860,0008 T (Z T T £ F -
924,000/ 7L) 2 IR E R Ty A B B ETE
BER AEETHETERPLBHRR
EXREHXBEREE -

AEBERKER 2 EREFE (LERE LT
R)HEBFETE10.75TF (= +
F:T%ET75%) o MEZIEFTREILE
FERET EXHHE—FE+EFED
o

RETERERZATKREKER - AEE
EERBYVABREHEERHREEZRRA
HitvREREEREEER ZER/EZL - B
Mk A BREEL1,337,0008 T (=%
T+ 4F 1 1,806,000/870) 2 & E TR IE
BHRMATELRRE  MAEEEESR
BEFR cBEEEEERE - At - B
ERIEL B -



23. ACCOUNTS RECEIVABLE

Accounts receivable comprise of:
Accounts receivable arising from the
business of dealing in securities:
— Cash clients
Less: Allowance for doubtful debts

— HKSCC
Accounts receivable from HKFECC
arising from the business of
dealing in futures contracts
Loans to securities margin clients
Less: Allowance for doubtful debts

Accounts receivable arising from
the business of providing
corporate advisory services

Notes to the Consolidated Financial Statements

FEWiRRBEETHIEE -
BEERSFETMELE
2 YRR
—REEP
kR - RIBARER

—PREHE
BEEHEANES
PRTEE A 2 FEIK

Zx 44 BE 2
B EE AR

BELRRECRERPENR

Nkr : RIBIREME

st IS E
PEE & 2 FEMR AR K

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 Hong Kong Prime Rate quoted by Wing Hang Bank
plus 3% ranging from 8.25% to 9.25% (2007: 10% to 10.25%) per
annum. 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$65,268,000 (2007: HK$163,071,000). The Group
is permitted to sell or repledge the marketable securities if the
customer default the payment as requested by the Group.

e IR R MR
For the year ended 31 December 2008
HE_ZZEN\GF+ZA=1+T—HILEE

23. FEWERR

2008 2007
—EBN\F —TTtHH
HK$’000 HK$°000
FET FET
9,577 23,438

(795) (278)

8,782 23,160

— 28,054

7,013 8,154
16,337 29,478
(561) —
15,776 29,478

750 210

32,321 89,056

BUREEF  TREFERPARXEE R
ZHEBEHRRRHGAHE—ZE_H - KT
XHRZBEEFPEBPERENIN - PRER
K BR324 B 2 MR R R BR 5 19 /330K
A o

FHRELBRERFENERBNEER
BKFIRITSIAMNEEREZRFEM3I% -
NFEFF826%E9.25% (=TT 4 :
10%%E10.25%) ' 5T EHME - EERE -
HRERRSMIEEER - AW SR UL IE
EAEMIEE  BERAEFRMISESEE
% HAF(E#65,268,000/8 L (T T+
% : 163,071,000 7T) ° 2S5 B A] 4 OH T
EASEERERMBEFERERRE L
HHFEETEES -
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23. ACCOUNTS RECEIVABLE (Continued) 23. BWERF (&)

The Group does not provide any credit term to its corporate advisory AREBTELTLEBERRERFEIBEEE
service clients and cash clients. The aged analysis of accounts FPRHEES -BAULEFPELE ZEWERK

receivable arising from these clients is as follows: BRECIAT :
Accounts receivable from corporate advisory service clients TEBEBREEF ZEWER
2008 2007
—EENF —TELF
HK$°000 HK$°000
FET FET
0 to 90 days ZENTH 200 110
91 to 180 days n+—Z—8/\+H 200 100
Over 180 days ZR—8E/\t+H 350 —
750 210
Accounts receivable from cash clients RERBF Z2EWERR
2008 2007
—EENE —EELF
HK$’000 HK$°000
FET FET
0 to 90 days ZENTH 8,119 21,442
91 to 180 days h+—Z—8/\+H 663 1,718
8,782 23,160

The amounts receivable with a carrying amount of approximately
HK$6,664,000 (2007: HK$19,708,000) are past due but not
impaired at the reporting date. In the opinion of the Directors, no
significant accounts receivable from corporate advisory service
clients and cash clients are impaired at 31 December 2008 and
2007.
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23. ACCOUNTS RECEIVABLE (Continued) 23. FEWER (&)
Movement in the allowance for doubtful debts of cash clients REeRFRERRBEZES
2008 2007
—EBENF —ERLF
HK$°000 HK$°000
FET FHET
Balance at beginning of the year FYEE 278 1,612
Impairment losses recognised FEWGRIE R E
on receivables [EETER 673 3
Amounts written off as uncollectible Teed B 2 AR ER (156) (1,062)
Amounts recovered during the year N [ [o] B — (275)
Balance at end of the year FIREE 795 278
Movement in the allowance for doubtful debts of margin clients RELRETFRERBEZEZT
2008 2007
—EENE ZTETLF
HK$’000 HK$’000
FET FAET
Balance at beginning of the year FYIEE — 12,187
Impairment losses recognised FEWIB R B
on receivables EEIER 566 —
Amounts written off as uncollectible TEEUR B2 HBR B8 (5) (12,175)
Amounts recovered during the year PN EAEIE 3 — (12)
Balance at end of the year FREE 561 —
Movement in the allowance for doubtful debts of corporate TEBERREEFRERBEZ2E
advisory service clients
2008 2007
—EENE —ZETLF
HK$°000 HK$°000
FET FET
Balance at beginning of the year FYHEE — —
Impairment losses recognised FEM IR E
on receivables EETER 100 —
Amounts written off as uncollectible Teed el 2 AR ER (100) —
Balance at end of the year FIREE — —
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BE-_ET/ \E+-_A=+—ALEE

23. ACCOUNTS RECEIVABLE (Continued) 23. BWERF (&)

Included in the allowance for doubtful debts of margin clients are
individually impaired accounts receivable due from clients who 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 the
subsequent year.

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, subsequent
settlement and the fair value of pledged marketable securities up
to the reporting date. In the opinion of the Directors there is no
further credit provision required in excess of the existing allowance
for doubtful debtors.
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24. PLEDGED FIXED DEPOSITS, BANK BALANCES

AND CASH

Pledged fixed deposits (general accounts)

The Group had pledged fixed deposits of approximately
HK$7,468,000 (2007: HK$8,541,000) to banks to secure general
banking facilities granted to the Group. The pledged fixed deposits
carry interest rate ranging from 0.7% to 4.4% (2007: 3.1% to 4.4%)
per annum and will be released upon the expiry of the relevant
banking facilities.

The Group had also pledged fixed deposit of approximately
HK$9,126,000 (2007: HK$54,600,000) as a bank guarantee which
is requested by the Government of Egypt in relation to the oil and
gas exploration and production business. The deposit, denominated
in US$, carries prevailing interest rates ranging from 1.5% to 4.74%
(2007: 4.7% to 5.3%) per annum. The pledged fixed deposit will be
released upon the completion of the commitment work and expected
to be completed within next year. Therefore the amounts is classified
as current assets.

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 interest rates ranging
from 0.5% to 1.2% (2007: 1.5% to 3.5%) 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 carrying prevailing market interest rates ranging from 0.1%
to 1.9% (2007: 0.8% to 2.1%) per annum with an original maturity
of three months or less.

e IR R MR
For the year ended 31 December 2008
HE_ZZEN\GF+ZA=1+T—HILEE

24, CHEAEHER ROTEEREE

EERERFR (—RIRF)

AEERNEETFTAER Z —RRTHE
mMEARTIELEZEBREBHEFERN A
7,468,000 0 (Z T T4 : 8,541,000/
7T) c BEERTEHERZFENFEF0.7
$BEL4LA% (ZEELF : 3N1%EL44%) W
BN EBIRTTREE B HA R AR R o

REBBEBRABRRARFEREERE
KRBT ERRARTREED 2 KT EH
T4 59,126,000 L (Z T L F -
54,600,000 7T) ° FFRIAETHIE RIRTT
FMENFBFI165%E4.74% (- FF +
F:47%E5.3%) EEBREHAEZTERE
AETERK KRBT R T —F KR
B Atz BARBEE -

BITHERE (EERBIERE)
RERNEBHEEY  ASEETXE
EEBMBBIYIFEEP Z2FR © &
FPrzHERGE—EAXZEABILRITERS
WHREERITFENENFEF0OL% E
12% (CZEZ+HF 1.5 E3.5%):TE 2
FE - AEBEBAEEZENBERER
R BAKEREVETEEBTR
HEZERTER -

RITEF(—RERF)REAS
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25.

ACCOUNTS PAYABLE

Accounts payable arising EEEFED
from the business of dealing FRE4
in securities: FERTRRFX -
— Cash clients —BeRP
- HKSCC —HREE
Accounts payable to clients arising BEEHEENEBIEE
from the business of dealing JERE P 2 BREK

in futures contracts
Amounts due to

securities margin clients 258

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

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.

Amounts 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$81,750,000
(2007: HK$100,994,000) were payable to clients or 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.
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ENESRECHERP

25. FEE{FERRR

2008 2007
—BRNFE  —ETLAF
HK$°000 HK$000
FHET FBT
73,870 116,269
4,628 —
13,105 15,964
1,990 4,226
93,593 136,459

ENREEFPRTREEZHEEHRRAR
ZEMERMA - HREKRD30KA -

EMERNEBELARNEFR ZK
CDERFEFEBEHRXRMPEANZRF
HE o  AEEFBRBHRAREZRES
ReBHZ8E  ARBAREFER -
ESRR EREEIMIEIESE - Hit
3 4 iUk AF th TR

2 m

ENEFFRESRERPZNIEA  ARA
HMEE EFRR - ARKRERITLES
& - B W Wbt (E B EMKE

R#ETXEEEHMBERKBEERFPRE
g ERIE - WREGFEEERBILRTER
FHEMERR4/581,750,0008 T (ZTF
+4F : 100,994,0007 ) ° B A% EIRE
WETEESSTFREBEZERSENR -



26.

27.

Notes to the Consolidated Financial Statements

OTHER LIABILITIES

Other loans represented loans borrowed from third parties. The
amounts are unsecured, interest bearing at 18% (2007: 18%) per
annum and are repayable on demand.

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

Amounts due to directors are unsecured, interest bearing at Hong
Kong Prime Rate quoted by Hang Seng Bank minus 2.5% (2007:
Hong Kong Prime Rate minus 2.5%) per annum and are repayable
on demand. The amount of approximately HK$11,430,000 (2007:
HK$16,465,000) is denominated in US$, a currency other than the
functional currency of relevant group entities.

SHARE CAPITAL

26.

27.

e IR R MR
For the year ended 31 December 2008
HE_ZZEN\GF+ZA=1+T—HILEE

H it B4 RKH

HthERRKRAE=ZEBAZER - &K
REER AXHEBF18% (ZTTLF -
18%) Rt EREFER o

ENEERELERERBEERRE IR
BETERY ZFXENEBEEEERE
EEEBINZEEXTIE -

ERNEERIEERER  NESEFIREL
RITSIANBEBREENERE25% (=ZF
TLF: EEREBEMNER25%) RRE
B EE - 411,430,000 L (Z 2Tt
% 116,465,000 0) SKIBLAERA S B B 28
ZEBEMZINCEBEETIE o

Ordinary shares of HK$0.10 each

Authorised:

At 1 January 2007,
31 December 2007 and
31 December 2008

Issued and fully paid:

At 1 January 2007

Exercise of share options (Note i)
Issued for the acquisition of the

issued share capital of Volant (Note ii)
Issued for conversion

of RCPS (Note ii)

At 31 December 2007 and
31 December 2008

BREMEO0.10BRLZEER

SETEIRA
—ETTtF—HF—A8 "
—ETLF+-A=+-AR
—EEN\E+-A=+—H

BETRBERA

R-ZEEt+tF—H—H

R (FsE )
BATRR M U HE Volant B 31T
ARz KE (FiIFE )
AT RE Bl P] R [o)
ARRRE SRR (FTEE i)

R-EZEtHF+=-A=+—H
F—BENFE+=-B=+—H

g 7

Number of shares
RHEE

000 HK$’000

FhA& FAET

1,000,000 100,000

477,000 47,700

11,400 1,140

36,807 3,681

68,355 6,835

593,562 59,356
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27. SHARE CAPITAL (Continued)

28.

Notes:

(i)

(if)

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.

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.

ACQUISITION OF A SUBSIDIARY

On 8 August 2007, the Group through a wholly owned subsidiary,

Sky Energy Investment Limited (“SEI”), acquired 99.2% shares of
Volant by issue of 0.2121 share of the Company and 1 RCPS of
the Company for each share of Volant. On 19 October 2007, the
Group acquired the remaining 0.8% shares of Volant. Through this

acquisition, the Group also acquired the remaining 50% interest of

First Energy and First Energy became wholly owned subsidiary of

the Company.
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(i) RERXR-_ZZRFOALBBETZARF
LEZEEE  MWENAREEABITER
0.1 7T 2 17,000,0000% ¥7 i {7 - DA#RER
ReBR1.73ET - ZHBRER _ZTERX
FHEA-+t=HMBILE=F ([AEAD
Ao 3 o

BEREREZIER  RARTRERS
AELAR L REE - KA —FHRRE
B NIA SR .85B TR RRIEITFEER
B8 48 2% 17,000,0000% 2 2~ 2 7 B 17
11,400,000 8RR EECR T ZT L F17
& o FR%0.17% 7 2 11,400,000% 1 i% 15
IAEAR1.858 LT - EHRRREENRZ
EE+FRA-_F+=HKIL -

(i) RZZEZELEFNANBE=ZZZ+LF+A
T8 o Bl UkEE VolantZ 1T E{E & %
0.1/ JT Z 36,516,2580% & 290,3450% #T
ReMRZ_TEZTLF+=_A=+—H " A
7] B B A] R A% B ST AR B #1% 468,355,009
P F R E(E0.18 7T 2 #T A% °

WEEHE 2 A

RZZEZLFENANB XEEERB—E
2EWBARIREREFRAA (KR
&) ABFTARTE0.2121 IR0 & 1 B% AT BB
o] AT $2 A% 12 8 IR IR B 1 R Volantf& 15 - Y88
Volant 99.2% R 1m - RZEZ+LF+ A+
hB - REBYEVolantfh T0.8% A% °
BRI UWEE - AEE JRUKEEFirst Energy g
N50%#E s First Energyf\ A4 A R 22
BB AT -



Notes to the Consolidated Financial Statements

28. ACQUISITION OF A SUBSIDIARY (Continued) 28.

The principal assets held by Volant are exploration and evaluation
assets, including oil concession rights. Hence, the acquisition of
entire interest of Volant and the remaining interest of First Energy
has been accounted for as acquisition of assets and the related

e IR R MR
For the year ended 31 December 2008
HE_ZZEN\GF+ZA=1+T—HILEE

BB LR (&)

Volantz T ZEEAAK KRG EE - B
FERMFFT&ERE o Bt E Volant &
First Energy#h T #E s 2 2 5 m AW EE &
ERHBEABAR

liabilities:
HK$°000
FEx
Exploration and evaluation asset — oil concession rights FER R AETEE — BT 310,758
Exploration and evaluation assets — others FIER R EH & E — EAth 22,884
Other receivables, prepayments and deposits HMEWKIE « BRRRIEE 1,045
Pledged bank deposit B E BfF K 55,198
Bank balances and cash RITHEFERES 1,188
Other payables and accrued expenses H A e 5RIE R e E A (6,031)
Other loans HAaER (5,242)
Loan from ultimate holding company REEZERARER (14,637)
Amount due to a joint venturer BN A BEERRFIA (22,733)
Amount due to a subsidiary of the Group ENASE 2 —FMHEBARFKIE (41,118)
301,312
Minority interests DEAR R (80,668)
220,644
Represented by: K&
Share issued (Note 27) D817 (FtsE 27) 85,787
Shares issued for conversion of RCPS BT LABE A O] B O] n] # I (B ST AR 128,507
Interest in a jointly controlled entity SN WNGIL o 599
Directly attributable costs HEEERA 5,751
220,644
Cash (outflow) inflow arising on acquisition: WEREEZES ORE) &"A:
Directly attributable costs HEEEKA (5,751)
Bank balances and cash acquired Weg 2 iR RIRE 1,188
(4,563)
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008
HE-_ZTZN\F+_A=+—HLEFE

28. ACQUISITION OF A SUBSIDIARY (Continued) 28. WIEKHIEB AR (88)

Pursuant to the bidder’s statement dated 8 November 2006 and BER_ZEZNF+—ANBZHRIEER

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.
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®H%1208 - 3EIELA0.10563 7T (FEE R
0.8237# 1) 2 & 5 LA0.3939 K12 & 2 B
321 B% AT BB B AT R AR B SR AR o LARE B A] 42
BB AR o

RZZFEZELF/N\AN\AB ' BEHWEVolant
99.2% M 17 3£7736,516,258% & IR E E0.1
I Z ¥A% K 172,165,124 0] iE B 7] # f% &
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% Volantfh T~ 0.8% A% 17 3 17290,345/ &
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Notes to the Consolidated Financial Statements

29.

30.

29. OPERATING LEASES

The Group as lessee

The Group made minimum lease payments under operating leases

in respect of office premises of approximately HK$7,332,000 (2007:

HK$5,946,000) during the year.

At the balance sheet date, the Group had commitments for future

minimum lease payments under non-cancellable operating leases

in respect of rented premises which fall due as follows:

Within one year —&R

In the second to FEERF
fifth years inclusive (BREREME)

Operating lease payments represent rentals payable by the Group

for its office premises. Leases are mainly negotiated for an average

term of two years and rentals are fixed over the relevant lease

term.

30. CAPITAL COMMITMENTS

Capital expenditure in respect of BB ERRE XA
the acquisition of exploration BEDELIEBBARE
and evaluation assets contracted RGBS RER B
for but not provided for in 2 BARRFE
the consolidated financial statements

Capital expenditure in respect of BB ERRE XA
the acquisition of exploration BECETHEBBEREN
and evaluation assets authorised = ¥iNEb3

for but not contracted for

e IR R MR
For the year ended 31 December 2008
BE-FTT/\F+-A=t+-BAILEE

"RedEn

REBE/EBAA

NREFBREERP D EWELLEHRY A
2 RIEES B47,332,0008 T (ZEF+
£ : 5,946,000 7T) °

REER  AEEZAREHEHEME 2R
AEHKEELN  ETIHE N REKE
B :

2008 2007
—BBE\E  —TTAE
HK$°000 HK$'000
FHETT FET
6,154 1,243
5,454 —
11,608 1,243

REMHOFBEAEERBAZYEREN
ZHE HOXTZHRPHMFRED - M
REBZENBAZBETEE -

EREE
2008 2007
—RBN\FE  -TTt4F
HK$°000 HK$°000
FET FHT
— 6,630
— 8,899
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For the year ended 31 December 2008

BH=E

30.

—FEN\F+-A=+-BLLEE

CAPITAL COMMITMENTS (Continued)

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 at least
US$3,000,000 (equivalent to HK$23,400,000) in the initial two
years. After that, Pan Pacific should spend at least US$4,000,000
(equivalent to HK$31,200,000) to drill two wells in the subsequent
three years. Finally, Pan Pacific should spend at least
US$5,000,000 (equivalent to HK$39,000,000) to drill two wells in
the last three years. The sharing of exploratory costs between Pan
Pacific and Groundstar is explained in note 19(a) and the initial
US$7,000,000 (equivalent to HK$54,600,000) is contributed by
Groundstar according to the First JOA. As at 31 December 2008,
Groundstar has contributed approximately US$4,870,000
(equivalent to HK$39,000,000) for the seismic data acquisition.

According to the concession agreement signed by APEL on 17
September 2006 regarding the exploration of Block 2, APEL is
committed to spend at least US$7,000,000 (equivalent to
HK$54,600,000) to drill three wells in the initial three years. After
that, APEL should spend at least US$5,000,000 (equivalent to
HK$39,000,000) to drill three wells in the subsequent three years.
Finally, APEL should spend at least US$4,000,000 (equivalent to
HK$31,200,000) to drill three wells in the last two years. The sharing
of exploratory costs between APEL and Groundstar is explained in
note 19(b). Although APEL together with Groundstar has already
spent over US$7,000,000 as at 31 December 2008, the expenses
agreed and approved by the Government of Egypt was
approximately US$5,830,000 (equivalent to HK$45,474,000). The
minimum spending commitment by APEL and Groundstar in the
coming year would be US$1,170,000 (equivalent to HK$9,126,000)
of which APEL will share 80%.
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30. BEARKIE (8)

RENR ZZZTNF N A+t HPan Pacific
FEEENRBARR ZEITLEEHE -
Pan Pacific 7 BU#E — 20 BRI 8UE R B8
— & ft B & £ 3,000,000% T (A F R
23,400,000/ 7T) #EHRM O - REKR=
%+ Pan Pacific fEf/E&E & 4 4,000,000%
7t (#8 % # 31,200,000/% 7T ) #& & /W O @
FF o W& =% - Pan Pacific [E{E B &
5,000,000 7t (1855 5439,000,000/& 7t.) #
%M 0@ 4 - Pan Pacifick Groundstar?
Y& 2 EEK AL BIFF AR BT 52 19(a) R & ¥
3} 187,000,000 & (#8557 54,600,000/
J0) JyE GroundstariR IR 5 — B iR E T o
RZZTEENFEF+ZARAR=+—H
Groundstarfz £ 4,870,000% € (#H & R
39,000,000/ 7T.) AR5 4 B &% -

BIBER =TT SFNATEHAPELEE#
FR2[E kAR 2 eT 8 & % - APEL
= F LB & 7,000,000k T (HHE
754,600,000/ ) SR =@ - HiE=
% APELFEIEE & 5,000,000% T (F5E
739,000,000/ 7T) R = M F o M axig
M4 - APELFETEE 544,000,000 7T (16
£ 731,200,000/ 7T ) S = QoA H o %
APEL X Groundstar? #& 2 4 E B 2N B Il 5
it 7 MY 7E 19(b) o & A APELEE Groundstar
RZETNFF+_A=+—BELER
#7,000,000E7T - BZ ' BRERBFREER
#t 2 X H %9 5,830,000% 5T (£ R
45,474,000/ 7t) ° APEL K Groundstari
TEZRDAWEERA1,170,000% 7T (18
£$29,126,000/ 7T) MAPEL#1E80% °



31.

Notes to the Consolidated Financial Statements

SHARE BASED PAYMENT TRANSACTIONS

Pursuant to the Share Option Scheme (the “Scheme”) adopted by
the Company at the annual general meeting held on 7 September
2004, the Board of Directors of the Company may at its discretion,
invite any employees (whether full-time or part-time), executives
or officers of the Company and any of its subsidiaries (including
Executive and Non- Executive Directors) and any business
consultants, agents, financial or legal advisers for who the Board
of Directors of the Company considers will contribute or have
contributed to the Company or any of its subsidiaries (the “Eligible
Participants”), to take up share options to subscribe for shares in
the Company. The purpose of the Scheme is to 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 price
determined by the Board of Directors of the Company but will not
be less than the highest of: (i) the official closing price of the
Company’s shares as stated in the daily quotation sheet of the
Stock Exchange on the date of the Company on which the share
option is offered to an Eligible Participant (“Offer Date”); (ii) the
average of the official closing prices of the Company’s shares as
stated in the daily quotations 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 held
before it became exercisable. Share options granted are exercisable
at any time during the exercisable year determined by the Board of
Directors of the Company.

31.

e IR R MR
For the year ended 31 December 2008
HE_ZZEN\GF+ZA=1+T—HILEE

REXNXRS

REARBAR_ZFZEONFAALHZBR
EERE T RMZ B 8 (TR
gl))  ARAREFEANBREFARAR
HEMMBAREMEER (THRE2BAF
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31.

32.

SHARE BASED PAYMENT TRANSACTIONS (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.

RETIREMENT BENEFITS SCHEMES

Mandatory provident scheme ( the “MPF Scheme”)

The Group has operated a pension scheme under the rules and
regulations of the Mandatory Provident Fund Schemes Ordinance
after the implementation of the Mandatory Provident Fund Schemes
Ordinance. The assets of the MPF Scheme are held separately in
an independently managed fund. The Group has followed the
minimum statutory contribution requirement of 5% of eligible
employees’ relevant aggregate income with a cap of HK$1,000
per employee per month. The contributions are charged to the
consolidated income statement as incurred.
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33.

Notes to the Consolidated Financial Statements

RETIREMENT BENEFITS SCHEMES (Continued)

Superannuation

The Australian subsidiaries operated a pension scheme,
Superannuation, which has a compulsory element whereby
employers are required by law to pay a proportion of employee’s
salaries and wages (currently nine percent) into a superannuation
fund, which can be used when the employee retires.

The employees of the subsidiaries in Australia are members of
superannuation operated by the trustee. Employers must make
superannuation contributions to the employees’ designated
superannuation fund at least every three months. The
superannuation contributions are invested over the period of the
employees’ working life and the sum of compulsory and voluntary
contributions, plus earnings, less taxes and fees is paid to the
person when they choose to retire. The sum most people receive
is predominantly made up of compulsory employer contributions.
The trustee is responsible for person liability to the retired staff.

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 contribution paid or payable to the MPF Scheme and
superannuation by the Group.

RELATED PARTY TRANSACTIONS

Transactions with related parties

(@) During the year, the Group received commission income and
other securities dealing income from securities dealing of
approximately HK$37,000 (2007: HK$69,000) from the close
family members of the Directors, Messrs. Lam Kwok Hing
and Nam Kwok Lun.

(b) During the year, the Group received interest income from
securities margin financing of approximately HK$8,000 (2007:
HK$21,000) from the close family members of the Directors,
Messrs. Lam Kwok Hing and Nam Kwok Lun.

32.

33.

e IR R MR
For the year ended 31 December 2008
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33. RELATED PARTY TRANSACTIONS (Continued)

Transactions with related parties (Continued)

(c) During the year, the Group received commission income and
other securities dealing income of approximately HK$8,000
(2007: HK$143,000) from an associate, 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 of ATNT.

(d) During the year, the Directors advanced to the Group on an
arm’s length basis and normal commercial term. At 31
December 2008, the Directors, Mr. Lam Kwok Hing and Mr.
Nam Kwok Lun, advanced approximately HK$11,430,000
(2007: HK$16,465,000) and HK$ nil (2007:HK$5,071,000)
respectively to the Group.

Compensation of key management personnel

The remuneration of Directors during the year was as follows:

REE A
BIER

Short-term benefits
Post-employment benefits

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

34. 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.

m Karl Thomson Holdings Limited Annual Report 2008
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34. PRINCIPAL SUBSIDIARIES (Continued) 34. XEMBEATE (&)

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 MR L business BRITR RARREERT Principal activities
28 BR/ % TEEBLE BrRRE RAEELH TEXEH
2008 2007
“BENE _TTLF
% %
B Bl
Karl Thomson British Virgin Hong Kong HK$10 100 100 Investment holding
(B.V.L.) Limited Islands B 107487 REARK
RBRIEE
Karl-Thomson Securities Hong Kong Hong Kong HK$5,000,000 100 100 Securities dealing
Company Limited B Bk 5,000,000 7T and broking
BEEAFERAA BARHREE
Karl-Thomson Commodities Hong Kong Hong Kong HK$5,000,000 100 100 Futures and
Company Limited B N 5,000,000 7T options broking
BEAmPEERAH HERNEEE
Karl Thomson Hong Kong Hong Kong HK$20,000,000 100 100 Securities margin
Finance Limited B S 20,000,000 /&7T, financing
BEMBERRR BERETRE
Karl Thomson Hong Kong Hong Kong HK$10,000 100 100 Money lending
Credit Limited BE &R 10,000 7T &
BERHERAAF
Karl Thomson Investment Hong Kong Hong Kong HK$1,000,000 100 100 Broking of mutual
Consultants Limited Bt B 1,000,000 77T funds and

BEREBRARATF

insurance-linked

investment plans

and products
BEES

R 1R &

A REREER
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34. PRINCIPAL SUBSIDIARIES (Continued)

Name

L

Karl Thomson Financial
Advisory Limited
SEREREERAH

Access Way

Investments Limited
Karfun Investments Limited
ERREBRAA
Karl Thomson Energy Limited
RiEEEERAR
Oriental Victor Limited

ERFARAF

Sky Energy Investment Limited
REREBRAA

Volant Petroleum Limited

Country/
place of
incorporation
i3
BX/ %

Hong Kong
B

British Virgin
Islands

RERAEE

Hong Kong
Bk

British Virgin
Islands

RERAHE

Hong Kong
N

Hong Kong
N

Australia

BN

m Karl Thomson Holdings Limited Annual Report 2008

Principal
place of
business

FTEXRBHH

Hong Kong
BE

Hong Kong
BE

Hong Kong

BB

Hong Kong

BB

Hong Kong

Bk

Kong Kong
0

Australia

A

34. XEMBAT (&)

Issued and
fully paid
share capital
ERTR
BRRE

HK$600,000
600,000 7T

US$1
1%L

HK$100,000
100,000 7T
US$1

E
HK$10,000
10,000 1

HK$1
18T

AUD35,011,303
35,011,303} 7T

Proportion of nominal

value of issued
share captial held

by the Company
AARBARERT
BRAEELH
2008 2007
“EEN\F —_TTAH
% %
Bl B
51 51
100 100
100 100
100 100
100 100
100 100
100 100

Principal activities

FTEER

Corporate finance
advisory

TLEREER

Holding of computer
equipment
BATMRE

Investment holding

RERR
Investment holding
RERR
Investment holding

REER

Investment holding
REER

Investment holding
REER



34. PRINCIPAL SUBSIDIARIES (Continued)

Country/
place of
incorporation
Name i oA
28 ES 11
Pan Pacific Petroleum British Virgin
Egypt Pty Limited Islands
EBRAHE
First Energy Pty Limited Australia
HH
Aminex Petroleum Egypt British Virgin
Limited Islands
EBRAHE

The Company directly holds the interest in Karl Thomson (B.V.I.)
Limited. All other subsidiaries shown above are indirectly held by

the Company.

None of the subsidiaries had any debt securities outstanding at

end of the year or at any time during the year.

Principal
place of
business

FTEXBHH

Egypt
Bk

Australia
M

Egypt
Bk

Notes to the Consolidated Financial Statements
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34. XEMBAT (&)

Issued and
fully paid
share capital
ERTR
BrRRE

AUD2,000
2,000 27

AUD550,382
550,382 J 7T

AUDG5,660
65,660 27T

Proportion of nominal

value of issued
share captial held
by the Company
RARREERT Principal activities
RAEELH TEEK

2008

2007

“EENF —_FTTLF

%
BOk

100

100

60

%
BAL

100 Oil and gas
exploration and
production

AARRAR
FRREE

100 Qil and gas
exploration
and production

AARRAR
FRREE

60 Oil and gas
exploration
and production

AARRAR
FRRREE

NN B EEH A Karl Thomson (B.V.1.)
LimitedZ %2 + M _E il Fr B H b i B 2 =)

ZREGAHAAREERE °

RAFEEEREHAFEAETMER - K

B AT AN REE 2 EBEES -
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Financial Summary

B IS E
From
1 April 2004 to
31 December
2004
—TEME Year ended 31 December
mA—AZE HET-A=1t-HLEE
“ZTTNE 2005 2006 2007 2008
+-A=t+-A ZTTRE S S S —EENE
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FET FET FEr FET FiEx
RESULTS ¥
Revenue Wiz 29,753 35,169 51,082 90,500 48,004
Profit (loss) before taxation RN (B8) 45437 14,040 11,373 32,509 (22,766)
Taxation charges (credit) BEMR GEA) (58) (35) 47 (3,527) (1,264)
Profit (loss) for the period/year o/ EERT (58) 45,379 14,005 11,420 28,982 (24,030)
Attributable to: JEAG -
Equity holders of the Company RRRZERFAA 45,684 13,845 11,315 28,891 (15,261)
Minority interests DY (305) 160 105 91 (8,769)
45,379 14,005 11,420 28,982 (24,030)
Earnings (loss) per share FRER (E8)
Basic HA 99centsiEll  3.01cents/Bfll 241 cents Bfll  5.75 cents &l (2.57) cents 4l
Diluted o] N/A T NATER 240 cents Bfll  5.45 cents &l N/A ~ER
As at 31 December
BW+=A=+-8
2004 2005 2006 2007 2008
“TINE ZTTEE “ZTRE ZZTHE —EENFE
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FET FET FET FET FiEx
ASSETS AND LIABILITIES EERERE
Total assets EERE 221,427 227,302 306,602 786,435 627,316
Total liabilities BRER (59,065) (49,485) (85,871) (209,705) (119,028)
162,362 177,817 220,731 576,730 508,288
Equity attributable to equity ARRZESRAA
holders of the Company itleg ey 162,245 177,540 220,349 495,589 449,893
Minority interests DR F e 17 217 382 81,141 58,395
Total equity EnE 162,362 177,817 220,731 576,730 508,288

m Karl Thomson Holdings Limited Annual Report 2008
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