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ABOUT Kantone
(STOCK CODE: 1059)

Kantone Holdings Limited (“Kantone” or the
“Company”) (www.kantone.com) together with its
subsidiaries (the “Group”) is a leading IT solutions
provider with proven track record of over 50 years
in high security, high reliability and high integrity
communications networks and trusted relationships

with clients in the government and enterprise sectors.

It commands a dominant position in the provision

of command and control communications solutions
in the mission critical services sector, including
emergency and rescue operations, and has a global
presence in over 50 markets.

Kantone is also a market leader in China in the
provision of software and technology infrastructure
for one-stop electronic betting solutions. Kantone
builds on its long history of online telephone call
data handling systems and call centre software
applications, and is at the forefront of developing
integrated platforms with secure e-commerce
solutions for global gaming and entertainment
activities.

Kantone is listed on the Main Board of The Stock
Exchange of Hong Kong Limited and is a subsidiary
of Champion Technology Holdings Limited, the
holding company of a communications software

group.
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Financial Highlights Bt %R Z

2009 2008 2007 2006 2005
—EENFE —TT)\F —TTEF ZTTREF —TTHF
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
FiEx FAT FAT FAT FAT

Results (for the year ended B (BEAA=1+H
30 June) IHEE)

— Turnover —EEE 1,299,684 1,613,048 1426505 1,346,894 1,127,326
— Adjusted profit* — S| (AR ) * 265,306 471,868 466,035 389,659 275,925
- Adjusted EBITDA* —REAFIE  TIE - HE

R#iE . BF (%) 601,623 760,158 630,640 506,455 357,600
—EBITDA —REPAFIE - BB E

RHEZ AR 404,624 425,254 574,859 448,351 349,603
- Attributable profit — FEAR &R 71,068 143,010 412,018 332,700 267,928
- Dividends —RE 18,791 51,723 120,023 93,043 49,755
— Earnings per share (in HK cents) —FRER (L) 1.61 3.99 12.67 11.42 10.57

Financial Position (as at 30 June)  H#HKR(RAA=1+RH)

— Cash and cash equivalents -RERREERE 138,340 105,896 100,099 251,947 138,854
- Total assets -~ BERE 2,995,040 2,545,463 2,405,056 1,923,147 1,393,256
- Equity —FEm 2,789,377 2,279,155 2,124,524 1,668,550 1,082,740

Financial Ratios (as at 30 June) BBLE(RA<A=1AH)

— Current assets/Current liabilities —-hBEE/FPak 7.34 4.56 3.14 4.26 2.30
— Assets/Equity —AE/ s 1.07 112 113 115 1.29
- Sales/Assets — BT RE 0.43 0.63 0.59 0.70 0.81
— Gearing ratio —EERLE 0.01 0.02 0.04 0.05 012
*  Excluding impairment, fair value change of convertible bonds and other * ORETARE - AIRRESFATFEESEHREMIERSE
non-cash items E|
EARNINGS PROFILE (1996-2009) B F##$x (1996-2009)
(in HK$ million) (B&#T)

Adjusted EBITDA
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KREFAFIE  BIE - FERBBZBF 760
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Chairman’s Statement

Dear Shareholders,

The year under review was marked by the most challenging
global economic environment in decades. Amid the
continuing credit crisis, sharp contraction of business
activities and the record levels of job losses, most
economies entered into a period of recession.

Viewed against this background, the Group’s financial
performance was in line with expectations, and we have
been clearly focused to manage our risks and finances
during a difficult period.

FINANCIAL HIGHLIGHTS
For the year ended 30 June 2009, the Group's financial
performance is summarised below:

. Turnover was HK$1,300 million
. Profit for the year was HK$68.3 million
. Profit attributable to equity holders was HK$71.1

million

. Adjusted profit (excluding impairment) was HK$265
million

. Adjusted EBITDA (excluding impairment) was HK$602
million

. Adjusted earnings per share (excluding impairment)
was HK6.09 cents; reported earnings per share was
HK1.61 cents

The Group’s business was affected across the board by the
global economic slowdown. The positive performance has
been achieved through a combination of pricing policies

to maintain the flow of business and other concessionary
terms to both customers and suppliers in a difficult credit
and operating environment. Investment in innovative
solutions continues to hold the key to maintaining

the Group’s momentum in such unfavourable market
conditions.

FINAL DIVIDEND

The directors have recommended the payment of a final
dividend of HK0.15 cents per share for the year ended 30
June 2009. Together with the interim dividend of HK0.25
cents per share, the total dividend per share for the year
would be HK0.40 cents, and total dividend for the year
would be HK$18.8 million.
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MAINTAINING FINANCIAL PRUDENCE

The Group maintains a positive financial position as
evidenced by its low gearing. As a precaution against
further financial turbulence, and to strengthen our liquidity
position ahead of continuing market uncertainties, the
Company announced in March this year a one-for-four
rights issue, which was successfully completed in May,
raising net capital of approximately HK$99 million after
expenses.

Consistent with a prudent financial management policy, the
Group has not entered into any speculative derivatives or
structured product transactions.

SOCIAL REINVESTMENT AND CORPORATE
CITIZENSHIP

We are proud of our people and the way that Kantone
commits to acting as a good corporate citizen. Underlying
the Group’s business pursuits is a strong sense to work for
good causes, for more loving care, for peace and harmony,
probity, philanthropy, community and ultimately for a better
tomorrow. Our business solutions revolve around the
themes of safety, systems integrity and reliability.

During the year, in co-operation with other members of

the Champion Technology group, we have continued to
embark on such social reinvestment efforts as cultural
events, academic and youth programmes, promotion of IT
adoption and responsible citizenship. The highlight of the
sponsored events is the “Peace and Harmony” exhibition
series, which has won international recognition since it
was first launched in 2007. The purpose of the exhibitions
is to promote a sense of “peace and harmony” in the world
where we are living, a central concept in Chinese culture.

We are particularly inspired by the Statement titled “Unite
as One and Work for a Bright Future” made by President
Hu Jintao at the United Nations General Assembly in New
York last month, where he concluded with these remarks,
“We are called upon by our times to unite as one and
work together for mutual benefit and win-win progress
like passengers in the same boat. This is the only way
leading to common prosperity. Let’s join hands, share
development opportunities, rise above challenges and
make unremitting effort to build a harmonious world
of enduring peace and common prosperity!”



In the face of unprecedented challenges and opportunities,
as remarked by President Hu in the Statement, “we,
members of the international community, should commit
ourselves to peace, development, cooperation, common
progress and tolerance and continue our joint endeavour
to build a harmonious world of enduring peace and
common prosperity and contribute to the noble cause
and development of mankind.” In our own small way, we
hope our “Peace and Harmony” exhibition series can
help to spread the message of continued strengthening
of international co-operation beyond all differences and
borders for the common good and progress. The third
episode of the series, “Peace and Harmony — the Divine
Spectra of Manjusri enshrining the Wisdom of China with
108 pieces of Manjusri and related artifacts” exhibition
started in October 2009.

Another area of passion for Kantone is the importance of
environmental sustainability. The Group is committed to
developing its “green” vision and strategy, working closely
with our suppliers to implement “green” initiatives. The
Group is a signatory to the Hong Kong SAR Government’s
“Carbon Audit — Green Partners” Scheme which aims at
engaging corporates and NGOs (non-profit organisations)
to reduce greenhouse gas emission in Hong Kong.

PROSPECTS

Globally the economic conditions have shown signs

of stabilisation, thanks to strong actions by various
governments, such as massive public financing and
aggressive monetary easing. In particular, the Mainland
market, which accounts for a significant portion of our
business, has maintained a reasonable level of growth due
to strong macro-economic stimulus measures implemented
by the Central Government since the beginning of 2009.
China appears well placed to recover at a faster pace than
many other countries and its long-term economic prospects
remain positive.
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Chairman’s Statement

Nevertheless, the directors remain alert to further difficulties
and challenges that may arise, despite some early signs of
easing of the global economic downturn. We should heed
the latest remarks from the Central Government that “the
recovery would be slow and tortuous” amid a continuing
slump in exports, and that “the foundation of the economic
rebound was not yet firm, while uncertainties remained
globally and domestically.” The Group will remain vigilant
and continue to adopt a conservative approach. Cost
control measures will continue to be focused upon.

The Group’s projects and investments in both technologies
and privately held companies may be subject to
impairment, especially those in the start-up or development
stages. We will continue to exercise prudence in managing
project and investment risks and take a critical review

of the Group's portfolio, making provisions and write-
downs where deemed appropriate in compliance with

the requirements of the latest international accounting
standards. The continuing uncertainties in the global market
require management to exercise ongoing caution with our
financial and accounting policies.

The Group's strategy going forward will be focused on
higher margin and higher growth sectors to achieve an
overall margin improvement. Such strategy naturally entails
further research and development, as well as investments,
especially in China which continues to present enormous
opportunities, in order to expand our portfolio of products
and services. The Group will also strive to strengthen

its position in the niche markets of providing wireless
integrated solutions tailored to customers’ specialised
requirements, as well as enhancing its value-added
services to help customers achieve significant savings. In
consolidating its leadership position in providing mission
critical communications systems and solutions, the Group
will focus on developing core platform technologies and
customised personal security solutions. The Group may
also pursue investments and related opportunities in the
arena of information medicine and green technology where
global demand continues to surge.
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The Group is delighted with the latest award to Brazil to
host the 2016 Olympics. As part of the Group’s global
strategy and positioning to expand into emerging
markets, we established operations in Brazil back in
1999 under Kantone New Ventures, a unit within the
Group, which is managed by Luiz Octavio Villa-Lobos, a
native Brazilian with an MBA from the London Business
School. He is now Managing Director of the Group’s
Brazilian operations, as well as Vice President of
Interactive Knowledge Delivery for international clients
at Champion Technology group level. Our offices

in Sao Paulo and Rio de Janeiro provide wireless
communications that catered to the special needs

of a wide range of customers, covering hospitals,
supermarket chains, government departments,
manufacturing plants and international hotel chains.

With 190 million people and ranking the world’s tenth
largest economy, Brazil will serve as a blueprint for the
Group'’s expansion into other Latin American countries.
Ahead of the Olympics in seven years' time, significant
spending will be allocated to infrastructure, security and
transportation. Our establishment in Brazil hopefully
will enable us to seize new business opportunities,

in particular in providing telecommunications and IT
solutions.

Barring unforeseen circumstances, we expect that our
positive financial position and niche technologies will
enable us to cope with the ongoing global economic
uncertainties, and more importantly, to continue to
invest in our businesses to better serve our customers.

CHANGE IN DIRECTORS AND
APPRECIATION

Professor Ye Pei Da retired as an independent non-
executive director at our last Annual General Meeting
on 27 November 2008. Professor Liang Xiong Jian, also
an independent non-executive director, resigned with
effect from 30 June 2009 due to his senior age. | would
like to express my sincere gratitude to both Professor
Ye and Professor Liang for their invaluable contributions
to the Group’s development. Professor Liang continues
to be an Honorary Advisor to the Group’s research
institute.
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Our accomplishments and solid performance over the
past years are built upon established relationships with

all of our stakeholders. | take this opportunity to thank our
shareholders, employees worldwide, customers, partners,
bankers, professional consultants, honorary advisors and
our fellow directors for their trust, confidence and support.
As we forge ahead in this extremely competitive and
challenging global environment, such support and trust are
invaluable to our long-term development.

Paul KAN Man Lok
Chairman

20 October 2009
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Management Discussion and Analysis

FINANCIAL RESULTS

For the year under review (the “Year”), the Group recorded
a 19 percent decline in turnover to HK$1,300 million,
compared with HK$1,613 million for the previous year (the
“Previous Year”). Profit for the Year was HK$68.3 million,

a decrease of 50 percent, and profit attributable to equity
holders was HK$71.1 million compared with HK$143.0
million for the Previous Year. Earnings per share for the Year
was HK1.61 cents, compared with HK3.99 cents for the
Previous Year after adjustment for the rights issue during
the Year. Profit was affected by the decrease in turnover
and lower profit margins amid the economic slowdown.
Gross margin fell from 40 percent to 30 percent as a

result of price reduction aiming at maintaining customer
relationship in a difficult operating environment. Impairment
losses of approximately HK$197 million made on
development costs for systems and networks, available-for-
sale investments, and deposits and prepaid development
costs also impacted adversely on profit. Such provisions
reflected prevailing market conditions and a prudent and
conservative assessment of the investments and assets
concerned. Excluding the non-cash items of impairment
losses, adjusted profit for the Year was HK$265 million, and
adjusted profit attributable to equity holders was HK$268
million.

For investment projects, the Group had adopted a
conservative approach to delay implementation in light of
the economic uncertainties.

Strict discipline in cost management continued to be
maintained, resulting in reduced operating expenses.
Distribution costs were reduced by 12 percent to HK$42.3
million (2008: HK$48.1 million) while general and
administrative expenses were reduced by 31 percent to
HK$92.3 million (2008: HK$134.4 million). In light of the
continued roll-out of new systems and networks during the
Year, depreciation and amortisation expenses went up by
17 percent to HK$331.3 million (2008: HK$282.2 million).

Finance costs for the Year were stable at HK$4.0 million
compared with HK$4.2 million for the Previous Year.

The Group's financial position remains positive with
low gearing, and it does not engage in any speculative
derivatives or structured product transactions.

Critical Financial and Accounting Policies

The continuing uncertainties in the global market require
management to exercise ongoing caution with our financial
and accounting policies. In particular, the preparation of
our financial statements and certain accounting policies
require that management applies significant judgment in
defining the appropriate assumptions integral to financial
estimates. On an ongoing basis, management will evaluate
those estimates, including those relating to the estimated
lives of depreciable assets, asset impairment, allowances
for doubtful accounts, contingencies and other items.
Judgments are based on historical experience, term of
existing contracts, industry trends and information available
from outside sources, as appropriate. However, by their
nature, judgments are subject to an inherent degree of
uncertainty, and therefore actual results could differ from
our estimates. Details of the policies are provided in the
Notes to the Consolidated Financial Statements.

REVIEW OF OPERATIONS

The second half of the Year saw a rapid deterioration of
business climate globally as the full impact of the financial
crisis in late 2008 began to be felt, resulting in a rapid
downturn of the global economy.

In China, the Group benefited from the Central
Government’s backing of the IT and telecommunications
sector as a core industry under its stimulus package. In
response to the opening up of new generation wireless
networks and new and increasing demand for a broad
range of IT and communications solutions across a number
of different public and business sectors, the Group has
expanded its product portfolio to embrace a comprehensive
range of integrated wireless solutions and web-based
monitoring systems designed for remote management and
security applications. For the Year, China sales fell by 18
percent to HK$836 million, compared with HK$1,023 million
for the Previous Year.

In Europe, several new contracts for the supply of alarm
monitoring solutions to hospitals in the United Kingdom,
and contracts in Eastern Europe for the supply of Lone
Worker and Personal Security solutions were secured.
Business in the fire services sector picked up, with the
resumption of some projects after initial delays. The
German market was down for the bulk of the financial

year due to the recession, but has begun to show signs of
recovery in the last two months. Turnover of the European
operations registered a 21 percent fall to HK$354 million,
as compared with HK$451 million in the Previous Year. The
decrease was partly attributable to the softening of the Euro
and the Pound Sterling.
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For e-gaming and online entertainment, Kantone
continued to invest in the enhancement of integrated
gaming technology solutions, online payment channels
and sales network. Its paperless lottery project in China
is making progress, as the Group’s e-lottery platform
with secure micropayment systems connected to
banks and other payment channels facilitates one-
stop-shop automated betting transactions for multiple
lottery games. The lottery legislation passed in China
early this year meant that the China lottery market will
be better regulated, and that China will open up its
market gradually, boding well for innovative service
providers like Kantone to expand its activities into
various parts of the lottery value chain. Nonetheless,
these investments are subject to review periodically to
determine if progress is in line with the original plan and
if the anticipated benefits can be achieved.

LIQUIDITY AND FINANCIAL RESOURCES
Financial Position and Gearing

The Group maintained a positive financial position
throughout the year. It financed its operation and
business development with internally generated
resources, capital markets instruments and banking
facilities.

As at 30 June 2009, the Group had HK$138 million
(2008: HK$106 million) liquid assets made up of
deposits, bank balances and cash. Current assets were
approximately HK$668 million (2008: HK$526 million)
and current liabilities amounted to approximately
HK$91 million (2008: HK$115 million). With net current
assets of HK$577 million (2008: HK$411 million), the
Group maintained a comfortable level of liquidity. The
gearing ratio of the Group, defined as the Group’s total
borrowings of HK$40 million (2008: HK$55 million) to
equity attributable to equity holders of the Company of
HK$2,789 million (2008: HK$2,279 million), was 0.014
(2008: 0.024).

Total borrowings comprised bank borrowings of
HK$40.1 million (2008: HK$54.3 million) and other
borrowings, which represented block discounting
loans, of HK$0.2 million (2008: HK$0.7 million). Finance
costs for the Year amounted to HK$4.0 million (2008:
HK$4.2 million).
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The bank borrowings comprised bank loans of HK$3.0
million (2008: HK$4.9 million) repayable within one year,
HK$4.6 million (2008: HK$4.7 million) repayable in the
second year and HK$32.5 million (2008: HK$44.3 million)
repayable in the third to fifth year. The mortgage loan of
HK$0.4 million outstanding as at 30 June 2008 was repaid
during the Year. The bank loans and mortgage loan were
secured by the Group’s land and buildings with a carrying
value of HK$10.3 million (2008: HK$12.6 million).

The other borrowings of HK$0.2 million (2008: HK$0.7
million) were unsecured and repayable within one year
(2008: HK$0.5 million repayable within one year and the
remaining balance repayable in the second year).

In May 2009, the Company raised approximately HK$99
million from a rights issue on the basis of one rights share
for every four existing shares held. The proceeds serve as
general working capital for the Group.

Treasury Policy

The Group is committed to financial prudence and
maintains a positive financial position with low gearing. The
Group finances its operation and business development
by a combination of internally generated resources, capital
markets instruments and banking facilities.

All the borrowings were used by subsidiaries of the
Company bearing interest at floating rates and were
denominated in their local currencies. As such, the currency
risk exposure associated with the Group’s borrowings was
insignificant.

The Group does not engage in any speculative derivatives
or structured product transactions, interest rate or foreign
exchange speculative activities. It is the Group’s policy to
manage foreign exchange risk through matching foreign
exchange income with expense, and where exposure

to foreign exchange is anticipated, appropriate hedging
instruments will be used.

Capital Commitments

As at 30 June 2009, the Group’s capital commitments
authorised but not contracted for was HK$90 million
(2008: HK$110 million). The Group has set aside sufficient
internally generated funds for the acquisition of property,
plant and equipment, and development of systems and
networks.



HUMAN RESOURCES AND REMUNERATION
POLICY

As at 30 June 2009, the Group employed about 700
staff around the globe. Staff costs for the year under
review were HK$96 million (2008: HK$106 million).
Remuneration is determined with reference to market
terms and the performance, qualifications and
experience of the individual employee. Remuneration
includes monthly salaries, performance-linked bonuses,
retirement benefits under the Mandatory Provident Fund
Scheme, and other benefits such as medical scheme.

The Company has established a Human Resources
and Remuneration Committee. In determining the
remuneration of the directors, the committee will
consider factors such as the Company's operating
results, individual performance, salaries paid by
comparable companies, time commitment and
responsibilities of the directors, employment conditions
and desirability of performance-based remuneration.

FINAL DIVIDEND AND SCRIP DIVIDEND
SCHEME

Subject to the approval of shareholders at the
forthcoming annual general meeting of the Company,
the directors have proposed a final dividend of HK0.15
cents per share for the year ended 30 June 2009 (2008:
HKO.15 cents per share) to shareholders whose names
appear on the register of members of the Company

on 27 November 2009. Taking into account the interim
dividend of HK0.25 cents per share paid on 12 June
2009, total dividend per share would be HK0.40 cents
(2008: HK1.50 cents); and total dividend for the year
would be HK$18.8 million, compared with HK$51.7
million of last year.
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The final dividend will be satisfied by allotment of new
shares of the Company, credited as fully paid, by way of
scrip dividend, with an alternative to the shareholders to
elect to receive such dividend (or part thereof) in cash in
lieu of such allotment (the “Scrip Dividend Scheme”).

The Scrip Dividend Scheme is subject to the granting by the
Listing Committee of The Stock Exchange of Hong Kong
Limited of a listing of and permission to deal in the shares
to be issued pursuant thereto. A circular setting out the
details of the Scrip Dividend Scheme together with the form
of election will be sent to the shareholders of the Company
as soon as practicable.

It is expected that certificates for shares to be issued under
the Scrip Dividend Scheme and dividend warrants will

be despatched to those entitled thereto on or before 22
January 2010.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from 25 November 2009 to 27 November 2009, both days
inclusive, during which period no transfer of shares of the
Company will be effected. In order to qualify for the above
final dividend and the Scrip Dividend Scheme, all transfers
of shares accompanied by the relevant share certificates
must be lodged with the Company’s Branch Share
Registrars in Hong Kong, Tricor Secretaries Limited at 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai,
Hong Kong no later than 4:30 p.m. on 24 November 2009.
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Directors and Senior Management Profile

EXECUTIVE DIRECTORS

Paul KAN Man Lok, 62, is the founder and Chairman.

He is also the Chairman and an executive director

of both Champion Technology Holdings Limited
(“Champion Technology”), which is the holding company
of the Company listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Exchange”), and
DIGITALHONGKONG.COM (“Digital HK"), which is a
fellow subsidiary of the Company and is listed on the GEM
Board of the Exchange. Mr. Kan holds a Master’s degree
in Business Administration from the Chinese University of
Hong Kong, and has over 40 years of experience in the
computing and telecommunications industries. Prior to
setting up the Champion Technology group in 1987, he was
the general manager in charge of Asiadata Limited, a joint
venture computing services company of Cable & Wireless
Group, HSBC, Jardines and Barclays.

Mr. Kan has received a number of prestigious awards
from local and international professional bodies as well

as governments in recognition of his contribution to

the community and the industry. These include Young
Industrialist Award (1992); Hong Kong Business Award-
Enterprise Trophy (1993); Governor’'s Award for Hong
Kong Industries (1989); Honorary Doctor of Humane
Letters Degree by the University of Northern Virginia,
United States (2005); Honorary Fellow of the Academy of
Chinese Studies (2005); Commander of the most Excellent
Order of the British Empire (CBE) by Her Majesty Queen
Elizabeth Il (2006); Commendatore dell'Ordine della Stella
della Solidarieta Italiana by the Italian Prime Minister Hon.
Romano Prodi (2006); the Hong Kong SAR Government's
appointment as a Justice of the Peace (2006); Chevalier
de I'Ordre de la Légion d’Honneur by the Government of
France (2007); and Silver Bauhinia Star by the Hong Kong
SAR Government (2009).

In civic duties, Mr. Kan served twice on the Exchange
Corporate Governance Working Group during 1994-1995
and 1999-2000, and was a member of the Listing
Committee of the Exchange for the period 1999-2003. He
is currently the Chairman for the fifth successive term of
the Hong Kong Information Technology Industry Council;
Chairman of Hong Kong IT Alliance; Chairman of the

Hong Kong Trade Development Council Information and
Communications Technology Services Advisory Committee;
Chairman of ICT Working Group, Hong Kong — United
Kingdom Business Partnership; Convener of Hungarian

— Hong Kong Innovative Business Council; Council
Committee Member of the Federation of Hong Kong
Industries; and Member of HKSAR Chief Executive Election
Committee for the IT sector. Other memberships include
the Chinese People’s Political Consultative Conference of
Anhui Province in the PRC, and the Election Committee

for the Hong Kong representatives of National People’s
Congress of China.
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Mr. Kan also sits on the board of CLP Holdings Limited as
an independent non-executive director.

LAI Yat Kwong, 61, is the Acting Chief Executive Officer
and Chief Financial Officer of the Company. He is also

the Chief Financial Officer and an executive director of
Champion Technology, as well as a non-executive director
of Digital HK. He joined the Champion Technology group in
March 1994 as Vice President of Internal Audit and Control.
In July 1997, he took on responsibility as the Chief Financial
Officer of the Company. He holds a Bachelor's degree

in Business Administration from the Chinese University

of Hong Kong and has over 37 years of experience in
accounting, auditing and company secretarial matters. He
is a fellow member of the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public
Accountants (Practising).

NON-EXECUTIVE DIRECTORS

Leo KAN Kin Leung, 53, is a non-executive director of the
Company. He is also the Chief Executive Officer and an
executive director of Champion Technology, as well as a
non-executive director of Digital HK. He is a brother of Paul
Kan Man Lok, Chairman of the Company. He is responsible
for formulating the Champion Technology group’s overall
policy and development strategy as well as its global
operations and management. Prior to joining the Champion
Technology group in 1988, Mr. Kan held management
positions in several international companies in Hong Kong.
He holds a Master’s degree in Business Administration
from Dalhousie University in Canada and a Master’s
degree in Economics from the University of Alberta in
Canada. In 2006, Mr. Kan completed the Oxford Advanced
Management Programme at the Said Business School of
the University of Oxford.

Mr. Kan is the Vice Chairman of Hong Kong IT Alliance as
well as the Chairman of its IT Committee. He also serves on
Internet Professional Association as Honorary Secretary and
a Council Member, and Co-Chairman of Special Interest
Group in Venture Capital and New Business Development.
Mr. Kan is Member of the Technical Standards Advisory
Committee at the Office of the Telecommunications
Authority; Member of the CreateSmart Initiative Vetting
Committee of the Hong Kong SAR Government; Member
of the School of Continuing Education Advisory Committee
of the Hong Kong Baptist University; and Member of the
Ad Hoc Committee for International Outreach and Multi-
national Corporations of the Federation of Hong Kong
Industries. He serves on a number of sub-committees of the
Hong Kong Information Technology Industry Council of the
Federation of Hong Kong Industries, including International
Development and Co-operation Sub-committee and Sub-
vented Funding Sub-committee. In particular, he is the
Convener of China Investment, Development and Co-
operation Sub-committee. Mr. Kan is also an Executive
Committee Member of the Hong Kong Information
Technology Joint Council.



Shirley HA Suk Ling, 53, has been a non-executive
director of the Company since November 2004. She is

the Chief Executive Officer and an executive director of
Digital HK, as well as a non-executive director of Champion
Technology. She joined Champion Technology in 1992

as its Executive Vice President with responsibility for its
corporate development. She has over 25 years of business
experience including 10 years in investment banking.

Ms. Ha holds a Bachelor’s degree in Arts from the
University of Hong Kong and a Master’s degree in Business
Administration from the Chinese University of Hong Kong.
She currently serves as Member of the Personal Data
(Privacy) Advisory Committee of the Office of the Privacy
Commissioner for Personal Data, Hong Kong; Technical
Advisor (Information Technology and Communication)

for Employees Training Board; and Mentor under the
Mentorship Programme of the Hong Kong Science and
Technology Parks Corporation. She is a General Committee
Member of the Federation of Hong Kong Industries and
Vice Chairman of the Hong Kong Information Technology
Industry Council; Council Member of Internet Professional
Association and Co-Chairman of Special Interest Group in
Venture Capital and New Business Development; Senior
Member of the Hong Kong Information Technology Joint
Council; and member of the Hong Kong Corporate Counsel
Association. She is also Honorary Secretary of Hungarian —
Hong Kong Innovative Business Council.

Paul Michael James KIRBY, 62, was appointed as a non-
executive director of the Company in November 2004. He
is a non-executive director of Multitone Electronics Plc,

a subsidiary of the Company. He has over 30 years of
experience in the telecommunications industry of which 17
years were with Cable & Wireless PLC (“C&W plc”). He was
formerly the Head of Corporate Affairs and a member of the
Executive Management Committee, with responsibility for all
aspects of investor relations and public affairs of C&W plc.
Since 1991, Mr. Kirby has been acting as an independent
Telecommunications Management Consultant specialising
in business development and flotation strategy.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Frank BLEACKLEY, 72, has been an independent non-
executive director of the Company since November 2001.
He is also an independent non-executive director of
Champion Technology. He was formerly Managing Director
of Chubb China Holdings Limited, a subsidiary of the
Chubb Security Group, a manufacturer and distributor of
security and safety products and systems headquartered
in the United Kingdom. He has more than 30 years of
experience in the management and business development
of joint venture companies in Hong Kong and Mainland
China.
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Professor Julia TSUEI Jo, 82, has been an independent
non-executive director and a member of the audit
committee of the Company since October 2003. She has
over 40 years of experience in medicine and biomedical
research, in particular, Traditional Chinese Medicine.

She had taught in the various medical schools in USA,
Taiwan and China and is therefore well-acclaimed in the
Chinese community of biological medicine research. Her
research achievements in bridging east-west medicine also
earned her much recognition in the international arena,

as demonstrated by the numerous awards she received

in the past. These include the Lifetime Achievement

Award granted by the International Institute for Advanced
Studies in Systems Research and Cybernetics, Baden-
Baden, Germany in 2001; the Founding Patron and
Lifetime Member conferred by the American Association of
Acupuncture and Oriental Medicine in 1991; Chairman of
Acupuncture Research Foundation of the Acupuncture and
Moxibustion Society of China during 1995-2005; as well

as founder of the International Medical Science Research
Foundation in the US and Taiwan in 1988.

Professor Tsuei is presently President of Foundation for
East-West Medicine, USA; Board member of Chinese
Acupuncture and Medical Science Research Foundation;
Professor Emeritus of School of Public Health, University
of Hawaii, USA; Director of Clinic for East-West Medicine,
Taiwan; Founding Director of Graduate Institute of
Traditional Chinese Medicine, National Yang-Ming
University, Taiwan; and Consultant of China Medical
University.

Miranda HO Mo Han, 39, has been an independent non-
executive director, a member and the Chairman of the
Audit Committee, the Human Resources & Remuneration
Committee and the Nomination Committee; and a member
of the Finance and General Committee of the Company
since 28 January 2008. She is the sole-proprietor of Billy
Ho and Company and is a Certified Public Accountant
(Practising) of the Hong Kong Institute of Certified Public
Accountants; a Fellow Member of the Hong Kong Institute
of Directors; and an Associate Member of the American
Institute of Certified Public Accountants. She holds a
Master's degree in Business Administration from Oklahoma
City University, USA. Ms Ho has participated in community
services as a member of the Hong Kong Federation of
Zhong Shan Unions & Association Limited for years.
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COMPANY SECRETARY

Jennifer CHEUNG Mei Ha, 53, has been the
Company Secretary since January 2005. She is a
solicitor practising in Hong Kong. She is also the
Company Secretary of Champion Technology and
Digital HK.

SENIOR MANAGEMENT

FUNG Kin Leung, 48, is the Group's Head of
Innovation with responsibilities for managing the
Group’s research and development capacity to
facilitate its global operations. He is also a director of
several of the Group’s subsidiaries and a Senior Vice
President of Microelectronics of Champion Technology.
Mr. Fung has over 20 years’ experience in software
and product development. He joined the Champion
Technology group in 1987 as Technical Manager,

and was promoted through the ranks to his current
position. In recent years, he has been focusing on

the development of information delivery systems to
enhance wireless Internet applications. He holds a
Bachelor’'s degree in Science and Electronics from
the Hong Kong Polytechnic University and a Master’s
degree in Electronics Engineering from the University
of Hong Kong. He is a Chartered Engineer as well as
a member of the Institution of Electrical Engineers and
the Hong Kong Institution of Engineers.

Stephen GENTRY, 53, is the Group’s Head of
International Businesses and Chief Executive of
Multitone, with responsibilities for formulating the
overall policy and development strategy for the Group’s
international operations. He is also a director of several
of the Group’s subsidiaries. He joined the Group in
1988 as financial accountant of the UK operations, and
has considerable experience working for the Group’s
various European and American operations. He was
promoted to the position of Chief Executive of Multitone
in 2003 and is a member of the Institute of Directors.

Frank ROTTHOFF, 46, is Managing Director of the
Group's German operations. He joined the Group

in 2008 and has extensive experience in sales and
marketing management within the electronics industry.
His earlier career covered international sales of
industrial machinery and process technology before
entering the semiconductor sector in 1989. He was
responsible for the sales organisation of a leading
European distributor of electronic components before
joining the Group.
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Ron WRAY, 48, is Technical Director, with responsibilities
for overseeing the Group’s technical operations as well

as developing the strategy for the Group's investment

in research and development. He has over 25 years of
experience in the Radio and the Electronics Industry and
the Royal Navy. He is an associate member of the Institute
of Sales and Marketing Managers and a member of the
Institute of Directors.

Neil GRIFFITHS, 53, is Operations Director with
responsibilities for overseeing the Group’s production
facilities in Europe and Asia. He holds a Master of Science
degree in business management and further qualifications
in management studies. He has considerable experience
in electronic component manufacturing and continuous
improvement techniques, and is qualified in using the six
sigma philosophy. He has extensive experience in a wide
range of manufacturing philosophies such as JIT (Just in
Time), Kan Ban plus lean techniques as well as budgetary
control, product testing, new product introduction, cost-
reduction and profitability initiatives within leading-edge
markets.

Philip LAWRENCE, 51, is Head of Finance for the Group'’s
European operations. He is a Fellow of the Chartered
Institute of Management Accountants and has worked

in finance for over 30 years. He has worked in various
companies ranging from large international company in

the world to SMEs (small medium enterprises) covering
engineering, fast moving consumer goods, power,
transport, care, warehousing and distribution.

lan MACFARLANE, 60, re-joined Multitone in January
2007 as Head of Global Sales and Marketing having
previously been Commercial Director and Managing
Director of Multitone Communication Systems between
1984 and 1991. A qualified Accountant and Avionics
Engineer he brings with him a wealth of experience in sales,
marketing and general management gained whilst working
for the Smurfit Group in the Home Counties of the UK, Blick
plc (now Stanley Works) in the UK and South Africa and
Vislink plc in the USA, Norway and the UK.

David McLEISH, 62, is the UK Sales Manager and has
over 30 years’ experience in both the private and public
sectors specialising in healthcare market and emergency
services. Qualified as a metallurgist he worked extensively
throughout the UK Steel industry before joining Multitone.



Helen BROWN, 55, joined the Group in 1991

and is Head of Human Resources for the Group’s
international operations. She is qualified with the
Institute of Personnel Development and has extensive
experience covering employment legislation, industrial
relations, change management, recruitment and human
resources policy.

Luiz Octavio VILLA-LOBOS, 48, is Managing
Director of the Group’s Brazilian operations with
responsibility for running and developing business in
South America. He is also Vice President of Interactive
Knowledge Delivery for Champion Technology group’s
International Operations, overseeing international
clients’ requirements for enterprise solutions. He
joined the Group in 1997 and set up from its inception
the business in Brazil. He holds a Master’s degree in
Aerospace Engineering from Sup’Aero in France and a
MBA from the London Business School.

WANG Yu Peng, 44, was appointed as Chief
Operating Officer, e-Lottery Business of the Company
in September 2005. He is the founder of a member
company of the Group which is a pioneer systems
developer and service provider in paperless betting
systems in China, and a graduate of Tsing Hua
University in Computer Science. He owns two invention
patents in telephone betting systems.

Roy GOSS, 66, is Director of International Business,
with responsibility for the Group’s contract negotiation,
licensee management, agency distribution and
customer liaison. He is based in Macau and is also

a director of several of the Group’s subsidiaries.

Mr. Goss is a seasoned expert in finance and
telecommunications, having served in the Middle East
and Macau with Cable and Wireless companies for
almost 20 years. He is a fellow member of the Institute
of Chartered Accountants in England and Wales. Prior
to joining the Champion Technology group, he was
the Finance Director of Macau Telecommunications
Company, a subsidiary of Cable and Wireless PLC,
where he worked for more than 17 years.
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Sl Ya Qing, 46, is Head of Systems Team for China
operation, with responsibility for the Group’s software
project development in the region. He oversees outsourcing
and distribution activities and manages customer and
licensee relationship. He started working for the Group

in 1985 after graduating from the Beijing University of

Posts and Telecommunications, where he majored

in communication and computers. He has extensive
experience in research and development of network and
information security and communication.

Ben CHAN Ping Yim, 45, is Head of Logistics and
Distribution in China. He regularly liaises with licensees,
agents and distributors, and coordinates the Group’s
licensing operations in the region. Prior to joining the Group
in 1994, Mr. Chan had worked in the field of marketing and
advertising in China. He has wide experience in logistics
and distribution of electronic products.

WAN Yan Chang, 57, is Head of Administration and
Accounting in China responsible for overseeing the day-
to-day administrative procedures for the Group’s quality
control, assurance of logistics operations, as well as
licensee and customer relationship in the territory. Ms. Wan
joined the Group in 1993. She has extensive experience in
China trade.
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The directors present their annual report and the audited
consolidated financial statements for the year ended 30 June 2009.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries
are principally engaged in sale of general systems products,
provision of services (including software customisation and provision
of e-lottery services) and software licensing, leasing of systems
products, development and provision of IT solutions for e-gaming,
leisure and entertainment and holding strategic investments in
advanced technology product development companies.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2009 are set
out in the consolidated income statement on page 29 and in the
accompanying notes to the consolidated financial statements. An
interim dividend in scrip form equivalent to HK0.25 cents per share,
with a cash option, was distributed to the shareholders during the
year. A final dividend in scrip form equivalent to HK0.15 cents per
share, with a cash option, is proposed by the directors.

SHARE CAPITAL AND WARRANTS

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

DISTRIBUTABLE RESERVE OF THE COMPANY

The Company’s reserves available for distribution represent the
aggregate of dividend reserve, special reserve and retained profits
of HK$227,402,000.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year are set out in note 13 to the consolidated financial
statements.
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DIRECTORS AND SERVICE CONTRACTS
The directors of the Company during the year and up to the date of
this report were:

Executive directors:
Mr. Paul Kan Man Lok
Mr. Lai Yat Kwong

Non-executive directors:
Mr. Leo Kan Kin Leung

Mr. Frank Bleackley*

Prof. Julia Tsuei Jo*

Mr. Paul Michael James Kirby
Ms. Shirley Ha Suk Ling

Ms. Miranda Ho Mo Han*

Prof. Liang Xiong Jian*

Prof. Ye Pei Da*

(resigned on 30 June 2009)
(retired on 27 November 2008)

*  Being independent non-executive directors

In accordance with Article 87 of the Company’s Articles of
Association, Mr. Lai Yat Kwong, Mr. Leo Kan Kin Leung and Mr.
Frank Bleackley, will retire by rotation at the forthcoming annual
general meeting and being eligible, they have offered themselves for
re-election.

No director being proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or any

of its subsidiaries which is not determinable by the Group within

one year without payment of compensation other than statutory
compensation.

The non-executive directors have been appointed for a term of one
year subject to retirement by rotation as required by the Company’s
Articles of Association.

The executive directors do not have any service contract with the
Company.

CONFIRMATION OF INDEPENDENCE

The Company confirms it has received from each of its independent
non-executive directors an annual confirmation of his/her
independence pursuant to Rule 3.13 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”), and considers that the independent non-
executive directors are independent.
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SHARE OPTIONS AND DIRECTORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

Each of the Company, its ultimate holding company, Champion
Technology Holdings Limited (“Champion”), and a fellow subsidiary,
DIGITALHONGKONG.COM (“Digital HK"), has a share option
scheme under which eligible persons, including directors of

the Company, Champion, Digital HK or any of their respective
subsidiaries may be granted options to subscribe for shares of the
Company, Champion and Digital HK respectively.

(i) The Company
On 29 November 2002, the Company adopted the share option
scheme (the “Scheme”) which will expire on 28 November
2012. No option has been granted by the Company under the
Scheme. Particulars of the Scheme are set out in note 31 to the
consolidated financial statements.

(ii) Champion
On 29 November 2002, Champion adopted a share option
scheme (the “Champion Option Scheme”). The purpose
of the Champion Option Scheme is to attract and to retain
quality personnel and other persons and to provide them
with incentive to contribute to the business and operation
of Champion and its subsidiaries (the “Champion Group”).
Under the Champion Option Scheme, the directors may grant
options to any directors, employees, consultants, advisors in
respect of business, operation, management, technology, legal,
accounting and financial matters of Champion, its subsidiaries
or affiliates or any discretionary trust whose discretionary objects
include the aforesaid persons or a company beneficially owned
by the aforesaid persons as well as customers and suppliers
of the Champion Group, to subscribe for shares of Champion.
The option granted by Champion is exercisable at any time
for a period determined by its directors which will be less than
ten years from the date of grant. The exercise price per share
(subject to adjustment as provided therein) of the option under
the Champion Option Scheme is the highest of (i) the nominal
value of the shares; (ii) the closing price per share as stated in
the daily quotation sheet of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on the date of grant, which must
be a business day; and (iii) the average closing price per share
as stated in the daily quotation sheet of the Stock Exchange for
the five business days immediately preceding the date of grant
of the options. No option has been granted by Champion under
the Champion Option Scheme since its adoption.
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SHARE OPTIONS AND DIRECTORS’ RIGHTS TO

ACQUIRE SHARES OR DEBENTURES (Continued)

(iii) DIGITAL HK
On 29 November 2002, Digital HK adopted a share option
scheme (the “DHK Option Scheme”). The purpose of the DHK
Option Scheme is to attract and to retain quality personnel
and other persons and to provide them with incentive to
contribute to the business and operation of Digital HK and its
subsidiaries (the “Digital HK Group”). Under the DHK Option
Scheme, the directors may grant options to any directors,
employees, consultants, advisors in respect of business,
operation, management, technology, legal, accounting and
financial matters of Digital HK, its subsidiaries or affiliates or
any discretionary trust whose discretionary objects include
the aforesaid persons or a company beneficially owned by the
aforesaid persons as well as customers and suppliers of the
Digital HK Group, to subscribe for shares of Digital HK. Options
granted by Digital HK are exercisable at any time for a period
determined by its directors which will be less than ten years
from the date of grant. The exercise price per share (subject to
adjustment as provided therein) of the option under the DHK
Option Scheme is the highest of (i) the nominal value of the
shares; (i) the closing price per share as stated in the daily
quotation sheet of the Stock Exchange on the date of grant; and
(iii) the average closing price per share as stated in the daily
quotation sheet of the Stock Exchange for the five business
days immediately preceding the date of grant of the options. No
option has been granted by Digital HK under the DHK Option
Scheme since its adoption.

Other than the share option schemes described above, at no time
during the year was the Company, its holding company, any of its
fellow subsidiaries or subsidiaries a party to any arrangement to
enable the directors of the Company to acquire benefits by means
of acquisition of shares in, or debentures of, the Company or any
other body corporate.

EREEARIA —ERNFFR

Directors’ Report EE&#H &

BRERESREERMIESZEN @)

(iii) BIEE 5

R-TT—4+—A-+NB  BESBER—
ERRIE B ([ BB E SRR E)) - BT
BEBRE B Y B ENE R BEEABR
Hip AL - WAREIREER - SR SR
EARAWBAR((UBESER )2 2ERE
BEHER - REMGESBRESD 257
AEMSREEES - KHBATRBBAT
5 BB BE ORI OER BHRHBEE
BYEMES B8 - HHA B SRER
PEEAMETRARETTLRATREE
HEEZ AT UREEESEEY B RLE
R - UREREE S RG - HEE
S 2 AR T 0 LB S T A T 2 RIS
PR3 « M FTEEE 2 MRS SR B et
+4 o BB ESERIE BEA T 2 BRIEL 51
T (AR AR 2 e BE) B ()RHE
B ()REH AR S REXRTBZS
RRBRID U ¢ % (i) TR E AR AR 48 B A AT 71
B AARSHE B RERFRZ SRRHGTY
KB SEZREERE - BERMAK - BIE
BB AR B B 5 B RS BB R E (BB AR
1 -

B EXCAl 2 BB R BION - AR - HERAR
EAFAF R ZBHT 8 2 B kP B & R AR 4 2 B
BESETAZE  BEARAEZEBBALR
AR EMEA B Z B R ES MR -

Page 17



KANTONE HOLDINGS LIMITED Annual Report 2009

Directors’ Report EE&#H &

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SECURITIES

As at 30 June 2009, the interests of the directors of the Company in
the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQ”)) which were recorded
in the register required to be kept by the Company pursuant to
Section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:

EEZHSERRKRE

RZZZAFRA=TR BRARAREBEESLPE
GOI(TER LB ED ) F3526F & 2 IR B
BAR  RB EMBETABERETEARZINE
ETRDRARB RBRZAAITERZ B - ARE
EREARBREEAEMEE(ERERESRHE
GEOIEXVED) 2 ety ~ RO AESFHEE 2R
W

Approximate
percentage

Number of the issued

Name of director Capacity of shares share capital

HEBITRE

EEHA 514 ROEE 2=

Securities of the Company Mr. Paul Kan Man Lok Corporate interest Note 1 53.49%
KRR ZBH Lpe St NCIE: 3 B

Securities of Champion Mr. Paul Kan Man Lok Corporate interest Note 2 26.31%
BEZES L Sitd NCIE: Fff 52

Securities of Digital HK Mr. Paul Kan Man Lok Corporate interest Note 3 79.98%
BBEBZES [LpE s NEIER B33

Notes: P&

1. 2,750,385,608 shares of the Company were held by Champion. As at 30
June 2009, Lawnside International Limited (“Lawnside”) had interest in
approximately 26.31% of the entire issued share capital of Champion.
Lawnside is beneficially wholly owned by Mr. Paul Kan Man Lok, who was
deemed to have corporate interest in the shares of the Company owned
by Champion.

2. 1,053,945,731 shares of Champion were held by Lawnside. Lawnside
also held a convertible redeemable bond of Champion with outstanding
principal amount of HK$136,460,805.47 carrying the right to convert the
principal amount of the bond or any part thereof into shares of Champion
from 19 September 2008 to 19 September 2010 or, at the option of
Champion, extended to 19 September 2011 at the conversion price per
share of the higher of (i) HK$0.77 (after adjustment on 23 May 2009 as a
result of a rights issue of Champion); and (i) the average of the volume-
weighted average prices of shares of Champion for the 10 dealing
days ending on the day immediately preceding the date of a relevant
conversion notice multiplied by a factor of 0.8. The bond has not been
taken into account in calculating the percentage of interest in the issued
share capital of Champion held by Lawnside.

3. 117,300,000 shares of Digital HK were held by Champion and 2,669,171
shares of Digital HK were held by Lawnside.

Save as disclosed above, none of the directors or chief executives
of the Company had any interest or short position in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (as defined in Part XV of the SFO) as at

30 June 2009 as recorded in the register required to be kept by the
Company under Section 352 of the SFO, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers.
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DIRECTORS’ INTERESTS IN CONTRACTS AND
CONNECTED TRANSACTIONS

During the year ended 30 June 2009, the Group had the following
transactions with Champion and its subsidiaries (other than the
Group):

EREEEARIRE —ERNFFR
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BEENGHRAER S ZHER

REBEE-ZZENFAA=ZTRHEFER  AEEEE
EREMBAR(REERIN GETTINZS

HK$°000
Nature of transactions X5 E5 FHET
Fees paid by the Group to Champion for the provision of office RNEE B ERKAERS ER
premises and facilities, and management services, on cost basis WRRNERBRERERRE 2 ER 100
Underwriting commission paid to Champion in respect of A R AR A5 B S A
rights issue of the Company ZBHA® 1,251
1,351

In the opinion of the independent non-executive directors, the above
transaction relating to Champion’s provision of office premises and
facilities, and management services to the Group (the “Management
Agreement”) was carried out in the usual course of business and on
normal commercial terms and are in accordance with the relevant
agreement governing it on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a whole.

The Company and Champion entered into an underwriting
agreement dated 23 March 2009 relating to a rights issue of
1,014,761,471 shares of the Company at HK$0.10 each whereby
Champion agreed to underwrite 500,253,388 rights shares at a total
commission of about HK$1,250,633 (the “Underwriting Agreement”).

Details of such connected transactions are set out in note 36 to the
consolidated financial statements.

The Management Agreement constitutes a continuing connected
transaction under the Listing Rules exempt from the reporting,
announcement and shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

The Underwriting Agreement constitutes a connected transaction
of the Company within the meaning of Chapter 14A of the Listing
Rules. The Company confirms that it has complied with the
disclosure requirements in accordance with Chapter 14A of the
Listing Rules in respect thereof.

Save as disclosed above, no contract of significance to which the
Company or any of its subsidiaries was a party and in which a
director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the
year.

Save as disclosed above, there is no contract of significance
between the Group and a controlling shareholder of the Company (as
defined in the Listing Rules) or any of its subsidiaries, including for
the provision of services to the Group.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 20009, the following persons (other than a director or
chief executive of the Company) had interests or short positions in
the shares or underlying shares of the Company as recorded in the
register kept by the Company under Section 336 of the SFO:

FERRE

_7?ﬂ¢/\H TH REZEFRBMEGIE
3BOIEMEAARIAFE 2 BRRAMEE - THAL
(K@Té?iﬁﬁﬁl%@%@%ﬁ\\)mﬂi@TZfoﬁi*EEﬁ
Bt A REESOAR

Approximate

percentage

Number of issued

Name of shareholder Capacity of shares share capital

HEBITRE

REEB 514 RDEE 2R

Champion (note 1) Beneficial owner 2,750,385,608 53.49%
B (BIEET) E@EAA

Shanghai Industrial Investment Corporate interest 603,390,000 11.73%

(Holdings) Company Limited (note 2) NEIEE
PEEZ(EE)ABR AR
Notes: BiEE

1. See note 1 to the “Directors’ Interests and Short Positions in Securities”
section.

2. Shanghai Industrial Investment (Holdings) Company Limited had interest
in 603,390,000 shares of the Company through control over 100% interest
in the shares of various companies. These companies include Shanghai
Industrial Financial (Holdings) Company Limited which had direct interest
in 569,700,000 shares of the Company; Shanghai Industrial Financial
Holdings Limited which had direct interest in 33,360,000 shares of the
Company; and Billion More, which had direct interest in 330,000 shares
of the Company.

Saved as disclosed above, as at 30 June 2009, according to the
register of interests required to be kept by the Company under
Section 336 of the SFO, there was no other person who had any
interest or short position in the shares or underlying shares of the
Company.

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS OR
SIMILAR RIGHTS

During the year, the Company had warrants set out in note 30

to the consolidated financial statements. The Company had no
outstanding convertible securities, options, warrants or other similar
rights as at 30 June 2009. Particulars of the exercise of warrants
during the year are set out in the aforesaid note.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

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

PRE-EMPTIVE RIGHTS

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

MAJOR CUSTOMERS AND SUPPLIERS

The Group sells its products to customers who act as its distributors,
and purchases materials and components from suppliers who act as
its merchandisers.

For the year ended 30 June 2009, the aggregate amount of turnover
and purchases attributable to the five largest ultimate customers
and suppliers through these distributors and merchandisers
respectively represented less than 30% of the Group’s total turnover
and purchases.

None of the directors, their associates or any shareholders, which to
the knowledge of the directors own more than 5% of the Company’s
issued share capital, had any interest in the share capital of the five
largest customers or suppliers of the Company.

REMUNERATION POLICY

The remuneration policy of the Group for its employees takes into
account of the individuals’ merit, qualifications and competence.

The emoluments of the directors of the Company are decided by the
Human Resources and Remuneration Committee of the Company,
having regard to the Company’s operating results, individual
performance and comparable market statistics. Details of the
directors’ emoluments for the year ended 30 June 2009 are set out
in note 9 to the consolidated financial statements.

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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PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors, as at the date of this
report, there is sufficient public float of not less than 25% of the
Company’s issued shares as required under the Listing Rules.

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

On behalf of the Board

PAUL KAN MAN LOK
CHAIRMAN

Hong Kong
20 October 2009
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Corporate Governance Report &

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining a high standard of
corporate governance practices. It met all the code provisions in the
Code on Corporate Governance Practices (the “Code”) set out in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) in the
year ended 30 June 2009.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding directors’
securities transactions on terms set out in the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) contained in Appendix 10 to the Listing Rules.

The Company has made specific enquiry of all directors of the
Company, and they have confirmed compliance with the required
standard set out in the Model Code during the year ended 30 June
2009.

BOARD OF DIRECTORS

The Company is governed by a board of directors (the “Board”)
which has the responsibility for leadership and control of the
Company. The directors are collectively responsible for promoting
the success of the Group by directing and supervising the Group's
affairs. The Board set strategies and directions for the Group'’s
activities with a view to developing its business and enhancing
shareholders value.

The Board met 8 times during the year ended 30 June 2009. Its
composition and the attendance of individual directors at these
board meetings were as follows:
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Number of meetings Number of
held during the meetings
director’s term of office attended
RESEH
Name #E BT ZEERE FRHEEERE
Executive directors HITES
Paul KAN Man Lok (Chairman) 3044 (%) 8 8
LAl Yat Kwong (Acting Chief Executive Officer) 22 H 3¢ (BIRITIH ) 8 8
Non-executive directors FHITES
Leo KAN Kin Leung* HEIM 8 8
Shirley HA Suk Ling B 8 8
Paul Michael James KIRBY Paul Michael James KIRBY 8 8
Independent non-executive directors BIFHTES
Frank BLEACKLEY Frank BLEACKLEY 8 8
Miranda HO Mo Han EE S 8 8
Prof. Julia TSUEI Jo ERHIE 8 6
Prof. LIANG Xiong Jian # PRI IEHIR 8 6
Prof. YE Pei Da ## B R 1 1

*  Mr. Leo KAN Kin Leung is a brother of Mr. Paul KAN Man Lok.

#  Prof. LIANG Xiong Jian resigned as an independent non-executive
director of the Company on 30 June 2009.

##  Prof. YE Pei Da retired as an independent non-executive director of the
Company on 27 November 2008.

* EEREEAMXREE NS -

¢ RERAER-TEAFAASHABREARABLE
HTES -

o EEAHER-EENF+—A-+LAR
STHHITEE o

RAERRRE
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of Chairman and Chief Executive Officer of the Company
are segregated, with a clear division of responsibilities.

The Chairman is responsible for the leadership of the Board,
ensuring its effectiveness in all aspects of its role and for setting

its agenda and taking into account any matters proposed by other
directors for inclusion in the agenda. Through the Board, he is
responsible for ensuring that good corporate governance practices
and procedures are followed by the Group.

The Chief Executive Officer is responsible for the day-to-day
management of the Group’s business.

NON-EXECUTIVE DIRECTORS

The non-executive directors of the Company are appointed for a
term of 1 year and are subject to retirement by rotation and re-
election at the Company’s annual general meeting every 3 years in
accordance with the Articles of Association of the Company.

REMUNERATION OF DIRECTORS

The Human Resources & Remuneration Committee (the
“Remuneration Committee”) has 5 members, comprising Ms.
Miranda HO Mo Han, Mr. Frank BLEACKLEY and Prof. Julia TSUEI
Jo (independent non-executive directors); and Mr. Leo KAN Kin
Leung and Ms. Shirley HA Suk Ling (non-executive directors). The
Remuneration Committee is chaired by Ms. Miranda HO Mo Han.

The terms of reference of the Remuneration Committee follow the
guidelines set out in the Code and it is responsible for, among other
things, making recommendations to the Board on the Company’s
policy for the remuneration of directors and senior management.

During the year ended 30 June 2009, the Remuneration Committee
met 2 times and work performed includes reviewing the Group’s
remuneration policy for its executive directors and senior
management and their levels of remuneration. All members attended
these meetings, except Prof. Julia TSUEI Jo attended one of them.
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NOMINATION OF DIRECTORS

The Nomination Committee currently has 6 members, comprising
Ms. Miranda HO Mo Han, Mr. Frank BLEACKLEY and Prof. Julia
TSUEI Jo (independent non-executive directors); and Ms. Shirley
HA Suk Ling and Mr. Paul Michael James KIRBY (non-executive
directors); and Mr Paul KAN Man Lok (executive director). This
Committee is chaired by Ms. Miranda HO Mo Han. Prof. YE Pei
Da retired from this Committee on 27 November 2008 upon

his retirement as an independent non-executive director of the
Company.

The terms of reference of the Nomination Committee have been
determined with reference to the Code.

The Nomination Committee is responsible for identifying potential
new directors and making recommendations to the Board for
decision. A director appointed by the Board is subject to re-election
by shareholders at the first annual general meeting after his/her
appointment. Under the Company’s Articles of Association, all
directors are subject to retirement by rotation and re-election by
shareholders every 3 years.

Potential new directors are selected on the basis of their
qualifications, skills and experience which the Nomination
Committee considers will make a positive contribution to the
performance of the Board.

No new director was nominated for appointment during the year
ended 30 June 2009.

The Nomination Committee met 2 times during the year ended 30
June 2009 and work performed includes reviewing the structure,
size and composition of the Board and the independence of the
independent non-executive directors of the Company. All current
members attended these meetings, except Prof. Julia TSUEI Jo
attended one of them. One meeting was held during the term of
office of Prof. YE Pei Da and he attended the meeting.

ACCOUNTABILITY AND AUDIT

The directors acknowledge their responsibility for preparing the
accounts of the Company. As at 30 June 2009, the directors are not
aware of any material uncertainties relating to events or conditions
which may cast significant doubt upon the Company’s ability to
continue as a going concern. Accordingly, the directors have
prepared the financial statements of the Company on a going-
concern basis.

The responsibilities of the external auditors about their financial
reporting are set out in the Independent Auditor’s Report attached
to the Company’s Financial Statements for the year ended 30 June
2009.

The Board has conducted a review of the effectiveness of

the Group’s internal control system with an aim to safeguard

the shareholders’ investment and the Company's assets in
compliance with the provisions of the Code. The purpose is to
provide reasonable, but not absolute, assurance against material
misstatements, errors, losses or fraud, and to manage rather
than eliminate risks of failure in achieving the Group’s business
objectives.
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AUDITORS’ REMUNERATION

For the year ended 30 June 2009, the fee for the Company’s external
auditors for audit services was HK$2,339,000 (2008: HK$2,314,000)
and that for non-audit services mainly relating to taxation matters,
the rights issue of the Company completed in May 2009 and other
services was HK$693,000 (2008: HK$206,000).

AUDIT COMMITTEE

The Audit Committee has 5 members, comprising Ms. Miranda

HO Mo Han, Mr. Frank BLEACKLEY and Prof. Julia TSUEI Jo
(independent non-executive directors); and Mr. Leo KAN Kin Leung
and Mr. Paul Michael James KIRBY (non-executive directors). The
Chairperson of this Committee is Ms. Miranda HO Mo Han.

The terms of reference of the Audit Committee follow the guidelines
set out in the Code and it is responsible for, among other things,
reviewing the Group’s financial information and its financial reporting
and internal control system.

During the year ended 30 June 2009, the Audit Committee met 2
times and work performed includes reviewing the Group’s interim
and annual results as well as its internal control system. All members
attended these meetings, except Prof. Julia TSUEI Jo attended one
of them.
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Deloitte.
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TO THE SHAREHOLDERS OF KANTONE HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Kantone
Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 29 to 87, which
comprise the consolidated balance sheet as at 30 June 2009, 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, 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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AUDITOR’S RESPONSIBILITY (Continued)

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, 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 30 June 2009
and of the Group's profit and cash flows for the year then ended

in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 October 2009
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Consolidated Income Statement

o A 10 £
.%ZFIZI H fm 4%

For the Year Ended 30 June 2009 #EZE_=—ZEZNFNH=+HIFFE

2009 2008
—BEAF ZTT)N\F
NOTES HK$’000 HK$’000
M E FHERT FHET
Turnover R 6 1,299,684 1,613,048
Cost of sales SHEKAR (903,496) (965,712)
Gross profit EF4B5E 396,188 647,336
Other income Hbl A 7 8,718 13,110
Distribution costs DB (42,300) (48,149)
General and administrative expenses — M RATE (92,255) (134,355)
Impairment losses recognised for A EIRE PR
available-for-sale investments REEE 17 (56,014) (16,527)
Impairment losses recognised for development 5t 2 %t & 484% 2 F 3R A
costs for systems and networks FEsR 2 B AR 14 (100,425) (229,125)
Impairment losses recognised for deposits and st ® R IBF KA
prepaid development costs FriER 2R ERE 18 (40,560) (86,970)
Loss on fair value change of convertible AR ESFAFEEEE
bonds 218 - (2,282)
Finance costs BFFSA AR 8 (3,983) (4,232)
Profit before taxation MR Tt BT A 9 69,369 138,806
Taxation bS] 10 (1,062) (1,842)
Profit for the year KEZHEF 68,307 136,964
Attributable to: FE(Em T :
Equity holders of the Company RATRAERFTAA 71,068 143,010
Minority interests LERE R (2,761) (6,046)
68,307 136,964
Earnings per share BREAT
— Basic — &K 12 HK1.61 HK3.99
centsi# centsi# Al
— Diluted — B HK1.61 HK3.95
centsi L centsi 1Ll
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Consolidated Balance Sheet
FEEEEEX

At 30 June 2009 R=-FEZEAENA=1H

2009 2008
—ZENE ZETNF
NOTE HK$°000 HK$'000
Bt 3 FET FHT

Non-current assets EMEEE
Property, plant and equipment M - BB REE 13 34,835 37,101
Development costs for systems and networks — Z4t M A4S 2 FIEERAR 14 1,094,033 961,980
Goodwill kS 15 36,795 36,795
Intangible assets mIEE 16 2,950 5,310
Available-for-sale investments AR ERE 17 95,084 225,631
Deposits and prepaid development costs Lo RIEMNFAEKAR 18 1,062,892 752,700
2,326,589 2,019,517

Current assets RBEE
Inventories FE 19 24,541 24,351
Trade and other receivables FEWE 5 R E AR 20 505,545 395,670
Taxation recoverable A B R IR 25 29
Deposits, bank balances and cash TR RITERFERES 21 138,340 105,896
668,451 525,946
Current liabilities nEaE

Trade and other payables FERTE 5 RE MR 22 85,276 105,229
Warranty provision RERE 23 1,513 2,136
Amount due to ultimate holding company FE B AR R B ZE 24 = a7
Taxation payable FERTFRIE 1,051 2,009

Bank borrowings — amount due RITEE
within one year — R —FRE|H 25 3,043 5313

Other borrowings — amount due HinfEE
within one year —R—FRE|H 26 176 489
91,059 115,223
Net current assets MENAEFE 577,392 410,723
Total assets less current liabilities BESERRDAE 2,903,981 2,430,240
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Consolidated Balance Sheet
GREEAEER

At 30 June 2009 R=-ZFZEAFENA=+H

2009 2008
—EEAE ZETNF
NOTES HK$°000 HK$'000
Fit 3 FET FHT
Non-current liabilities EREBAE
Bank borrowings — amount due RITEE
after one year —R—F1& R 25 37,026 48,952
Other borrowings — amount due HibfEE
after one year —R—F1&EIE 26 - 193
Retirement benefit obligations SRR R EAE 28 71,289 92,283
Deferred taxation FEERTR 29 143 157
108,458 141,585
Net assets BEFE 2,795,523 2,288,655
Capital and reserves ARA B
Share capital (%N 30 514,212 341,106
Reserves & 2,275,165 1,938,049
Equity attributable to equity holders RRATRAERTA A
of the Company FEAG AR A 2 2,789,377 2,279,155
Minority interests DHIRRER 6,146 9,500
2,795,523 2,288,655

The consolidated financial statements on pages 29 to 87 were
approved and authorised for issue by the Board of Directors on 20

October 2009 and are signed on its behalf by:

Paul KAN Man Lok &3 4%
DIRECTOR £%

FOEEFTEME A MBREENR_ZZNGE
TA-ZTEHESE AR BETE  YHTIES

REBRZF

LAI Yat Kwong % H 3%

DIRECTOR %
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Consohdated Statement of Changes in Equity
GeRAEZEHR

For the Year Ended 30 June 2009 #ZE_=—ZEZNFENH=+HIFFE

Attributable to equity holders of the Company

KR ARRERRE AR
Sub-
scription
Share  Share Dividend right Translation ~ Retained Minority
capital premium reserve reserve reserve  profits Total interests Total
AR HY
BE  RGEE RERE e EXRE  REEN At RRER &it
HK$000 HK$000 HK$000 HKS000 HKS000 HK$O000 HK$000 HKS000  HK$000
Thr Thr FTEr TExr  TAxr  TEr B TEr TER
At1 July 2007 RZZZtELA-H 319,993 414,083 79,998 4639 (16,879) 1322690 2,124,524 14,889 2,139,413
Exchange difference arising SRR
on translation of operations FESTERER
outside Hong Kong recognised Az AR
directly in equity ZERER - - - - 2,756 - 2,756 657 3413
Profit for the year FREF = - - - - 143010 143010 (6,046) 136,964
Total recognised income and ~ FREREAUE
expense for the year o - - - - 2756 143010 145766 (5,389) 140,377
On exercise of subscription rights {T{E A8 3544 12,388 - (2,310) - - 1362 - 1362
Lapse of subscription rights DRERH - - (2,329) - 2,329 - - -
On exercise of warrants T RREER 28 202 - = = = 230 = 230
On conversion of convertible X AT E%E
bonds 4,659 32,692 = = = = 37,351 = 37,351
Dividends for the year ERRE
- underprovision —BEIE - - 1,290 - - (1,290) - - -
~interim —HH - - 45316 - - (45316) - - -
~final -5 = - 5117 2 - B - - -
Dividends paid EfkE - - (423%) - - S (4233 - 233
Issue of shares as scrip dividend  E/TIRIME AR S 12882 71,384 (84,266) = = = - - -
21113 116666  (74881)  (4639) ~ 49394 8865 - 8865
At 30 June 2008 RZEEFN\EAA=TH 341,106 530,749 5117 - (14123) 1,416,306 2,279,155 9,500 2,288,655
Exchange difference arising RABERINES
on translation of operations FEETERER
outside Hong Kong recognised A5 iR
directly in equity ZERER = = - - 15376 - 15376 (4 15352
Profit for the year EREH = = - - 71088 71068  (2761) 68307
Total recognised income and AT EAYT
expense for the year o - - - - 15,376 71,068 86,444 (2,785) 83,659
On exercise of warrants TR ERR 14 9 - - - 113 - 113
Issue of shares as considerations {7 EAE
for acquisition of a subsidiary ~ HEAFZKE 62,000 266,600 - - - - 328600 - 328600
Rights issue of shares (note 30e) A% (HizE30e) 101,476 - - - - - 101476 - 101476
Transaction costs attributable ~ HEFMEE XS
to rights issue of shares 25 - (2,667) - - - - (2,667) - (2,667)
Acquisition of additional interest ~ YiEEH B 7]
in a subsidiary BIMER = - - - - - (569) (569)
Dividends for the year FRRE
- underprovision —RERR - - 930 - - (930) - - -
~interim —hH - - 10,148 - - (10,148 - - -
~final — K = - - - - - -
Dividends paid EHRE - - B 2 2 - B - B
Issue of shares as scrip dividend  #1TRRHERARKE 9,616 2835 (12451) = - . _ _ _
173106 266,867 2,596 = - (18791) 423778 (569) 423,209
At 30 June 2009 RZZENFAA=HA 514212 797,616 7,713 - 1253 1,468,583 2,789,377 6,146 2,795,523
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Consolidated Cash Flow Statement

=
R E

HEeRe*x

For the Year Ended 30 June 2009 #Z=ZEZEAFANF=1+HIFE

2009 2008
ZEBhEF ZTT)N\F
HK$°000 HK$’000
FHERT FHT
Cash flows from operating activities KEEB 2 RERE
Profit before taxation R AT A 69,369 138,806
Adjustments for: A
Gain on disposal of property, plant HEWE - BB REE
and equipment Pl (33) (164)
Discount on acquisition of additional LT BE BT 8 2 RIEE S
interest in a subsidiary i ek (569) -
Interest income FEWA (5,933) (8,546)
Interest on bank and other borrowings RITREAMMEEZFS 3,983 4,232
Amortisation of development costs for R M8 2 BB AN
systems and networks pa 321,725 269,895
Amortisation of intangible assets BB E 2 2,360 2,360
Depreciation of property, plant and M - BEREREZ
equipment e 7,187 9,961
Loss on fair value change of ABRRESATER
convertible bonds BE) 2 kA = 2,282
Impairment losses recognised for BATE B IR E TR
available-for-sale investments 2 REEE 56,014 16,527
Impairment losses recognised for ARG R AR 2 R
development costs for systems FAFTHERR 2 BB
and networks E518 100,425 229,125
Impairment losses recognised for MiRe RIEFEKAR
deposits and prepaid development costs FiER 2 A B 1E 40,560 86,970
Impairment loss recognised for property, M - BE R
plant and equipment R 2 RERE = 5,085
Impairment loss recognised for inventories MIFE R BEREE = 7,699
Trade receivables written off FEWE SR = 3,354
Operating cash flows before movements LEEREPRI 2 LE
in working capital RenE 595,088 767,586
Increase in inventories FE2Em (4,607) (2,846)
Increase in trade and other receivables FEWUE 5 R H A AR 2 1 0 (126,819) (464)
(Decrease) increase in trade and other payables FEfTE 5 & E AR 2 CRi4 ) 580 (4,773) 26,838
(Decrease) increase in warranty provision 1RERHE 2 Gl )38 (309) 129
(Decrease) increase in amount due to JER AR A RIFIAZ
ultimate holding company R ) (47) 54
Net cash generated from operations BBEACESFH 458,533 791,297
Taxation in other jurisdictions (paid) refunded (2 %i4) 2 iRIE b FLEMR 2 18 (1,661) 222
Hong Kong Profits Tax refunded REFBNEH - 54
Net cash from operating activities REEBE 2 R &)F5 456,872 791,573
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Consolidated Cash Flow Statement
SERERHR

For the Year Ended 30 June 2009 EZ_—ZEZENFNH=+HIFFE

2009 2008
—EEhE —TTN\F
HK$’000 HK$’000
FET FHET
Cash flows from investing activities REZGH 2 RERE
Deposits and prepayment paid in respect of EHRRG R BIRFE
development costs for systems KAz BATRE
and networks RIENFE (437,112) (703,170)
Payments for development costs for R R A 2 R
systems and networks A 53R (139,230) (132,600)
Purchase of property, plant and equipment BEWE  BERSEE (11,381) (7,753)
Capital receipts from available-for-sale AHEERE MR
investments f=N 75,699 81,209
Interest received BUFIR 5,933 8,546
Proceeds from disposal of property, HEME - BEKEE
plant and equipment FG 2 508 459 366
Net cash used in investing activities WEEBFTFER S TR (505,632) (753,402)
Cash flows from financing activities REEHCESRE
Proceeds from right issue of shares HARFTSFIE 101,476 -
Transaction cost attributable to right issue HBRAEEZRS
of shares £H (2,667) -
Cash receipts from exercise of TEREE RS
subscription rights Wk = 13,622
Cash receipts from exercise of warrants FIERARIE R 2 IR & WK 113 230
New bank loans raised L IRITERK = 4,283
Dividends paid BEARRE (3,744) (42,338)
Interest paid BEAFE (3,983) (4,232)
Repayment of block discounting loans BEXRITHER (506) (1,895)
Repayment of bank loans EERITER (3,980) -
Repayment of mortgage loan EBIIBER (372) (799)
Redemption of convertible bonds HE [ AT R AR (5 = (780)
Net cash from (used in) financing activities BMEEBE(FTR) 2R FE 86,337 (31,909)
Net increase in cash and cash equivalents ReRkBRESHIEMNFEHE 37,577 6,262
Cash and cash equivalents at FNHRe LB 2ER
beginning of the year 105,896 100,099
Effect of foreign exchange rate changes [EREE) 2 (5,133) (465)
Cash and cash equivalents at end of the year ~ F#&#H 4 RIELEH 138,340 105,896
Represented by: fEMh
Deposits, bank balances and cash T RITEBERER 138,340 105,896
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Notes to the Consolidated Financial Statements

e MRS

For the Year Ended 30 June 2009 #Z=ZEZEAFANF=1+HIFE

. GENERAL

The Company is incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies
Law (Revised) Chapter 22 of the Cayman Islands and its

shares are listed on the Main Board of the Stock Exchange

of Hong Kong Limited (the “Stock Exchange”). Its ultimate

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

The consolidated financial statements are presented in Hong
Kong dollar because the Company is a public company with
its shares listed on the Main Board of the Stock Exchange. The
functional currency of the Company is United States dollar.

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 38.

. APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS

In the current year, the Group has applied the following new and
revised Hong Kong Accounting Standards (“HKAS”), HKFRSs,
amendments and interpretations (collectively referred to as
“new HKFRSs"), issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) which are or have become
effective.

HKAS 39 & HKFRS 7
(Amendments)

Reclassification of financial assets

HK(IFRIC) — INT 9 &
HKAS 39
(Amendments)

Embedded derivatives

HK(IFRIC) — INT 12 Service concession arrangements

HK(IFRIC) — INT 13 Customer loyalty programmes
HKAS 19 — The limit on a defined
benefit asset, minimum funding
requirements and
their interaction

HK(IFRIC) — INT 14

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

(LR
ARRTIREFEESESZARAKEER) S
T EEREHEEMKNIAER R ZBERA
A ERONREBHAZIMER AR ([BR
P DERET - ARRZ RKER AR BERK
SEERAR(BENNRREEREHNSEM
PRI HEREBREEBMERFREZRR - ERDIT
MR ERLET - ARBEMPFRER TR
EEh 2 DR FROEEE P HEE -

ERARBBBRORBRIAER LT ZARA
A MG EMBmEDNETLEY  mETRA
ARRZMERE -

ARAR T —RREER AT - EEXEHBRAFZ
F EHEEEAKIEEIS ©

RAFET RIS FRMHREER

WAEE - AEBERATHEESHEAE (A
THREAIBRBEMAE DRMRELUHEL
ERZ R RBER] < BAG LR (BB EF
#A]) - BEFBHREER - BT RREUATHR
BRI BB BRELEA]) -

BEAGETEREIR
KBTS HRE %R
EVEACH))

A5 (ERT RS 2E
$EE)-REFR
REBEBGEA
B399 (153])

BB (ERMBRERE
ZES)-2BE12%

A5 (BT RS 2E
ZEE)-2BE1R

S (BERM GRS RE BB G AERIE195; -
Z8g)-R2BE145R REBHNEERE -

BN RUBEE

NEITAETA

PR Ar i 2 B

B B2

REESERRA
EERE A

RAFET BV B RS ENHALEB AT RBE
SRR EA LM BN RE R 2577 A A &
EARE - Bt - BAFLBEFEHE -
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Notes to the Consolidated Financial Statements
GEMBRENEE

For the Year Ended 30 June 2009 #EZE_=—ZEZNFENH=+HIFFE

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)
The Group has not early applied the following new and revised
standards, amendments or interpretations that have been issued
but are not yet effective.

2. TRAAHRT RRIERT EHRMBHEER

A 85 0 43 2 A B AR 1 2 A
ST R ITRR - BATRBA -

HKFRSs (Amendments)
HKFRSs (Amendments)
HKAS 1 (Revised)
HKAS 23 (Revised)
HKAS 27 (Revised)
HKAS 32 &1
(Amendments)
HKAS 39 (Amendment)
HKFRS 1 (Amendment)

HKFRS 1 & HKAS 27
(Amendments)

HKFRS 2 (Amendment)
HKFRS 2 (Amendment)
HKFRS 3 (Revised)

HKFRS 7 (Amendment)

HKFRS 8
HK(FRIC) - INT 15

HK(FRIC) - INT 16
HK(FRIC) - INT 17

HK(FRIC) - INT 18

Improvements to HKFRSs!
Improvements to HKFRSs 20092

Presentation of financial statements®

Borrowing costs®

Consolidated and separate financial
statements*

Puttable financial instruments and
obligations arising on liquidation?

Eligible hedged items*

Additional exemptions for first-time
adoptions®

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

Vesting conditions and cancellations?

Group cash-settled share-based
payment transactions®
Business combinations*

Improving disclosures about financial
instruments®

Operating segments?

Agreements for the construction of
real estate®

Hedges of a net investment in
a foreign operation®

Distribution of non-cash assets to
owners*

Transfer of assets from customers®

BEEMBREER(ERT)
BEBIBREER(EET)

S ERIE 1R (RIERT
%f/%’;;' A2 B 552357 (45

BB GRHER 73R (L E5])

BEGERER2(EF]
&?i’é ATEA %hﬁ
GERIF30R (87
/aﬁﬂ%#&%ﬁﬂw%hﬁ
(&37)

ur ~ nm

BRMBHRELE IR
Bt SR (BF]

BB B RE AR E%
(1&3T)
BB RE R E2%
(1&3T)
BAPTSREERE35
(&1&7T)
BB BREERETH
(1&3T)
BB RE R E8%H
H5 (BRI BRERE
ZEE)-RBESR
BA (BRI BRE2RE
ZEE)-2BE16H
5 (BERMERERE
ZEE)-RBEITH
HE (BRI BRERE

Z

&
&

BRMBEREREAZ
Bogid

—ETNFRBMG
WEER B

PBHREZI

fEEmAS

e MBS BRSE

hAEERMIAR
ERELEZEMT
éﬁ%%#EEA
BIRRIE 2 BN GRS

SERSEERHHHR
25
g0

BEEBSRMTAY
B

L0

EHEREGH

SNEIEFBREFER
$ips

MR ADIRIER S
BE

BFERAES

ZE®)-RES18H
1 Effective for annual periods beginning on or after 1 January 2009 T RZBTNF-A-BSZERRZ FESRMER
except the amendments to HKFRS 5, effective for annual periods BBV HREEAESFR_STNFLA—BK
beginning on or after 1 July 2009. 2 1& B 2 FEERMAERAIRI o
2 Effective for annual periods beginning on or after 1 January 2009, 1 2 RIZTNF-A—B RZZETAFtA-HBER
July 2009 and 1 January 2010, as appropriate. —T-TF-A—BERAKRZ FEBRER - RE
EERME -
ENFE—A— Bz &Rn 2 FEERAER
ENEF+ A —Beiz 185 2 FEERRAER
2 N\F+A— Bz &Rnz FEERER
TTNFLA BB ERER -

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

o o & ©
o o s
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Notes to the Consolidated Financial Statements

MBS

For the Year Ended 30 June 2009 #ZE=ZEZENFAF=1HIFE

2. APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (Continued)

The application of HKFRS 3 (Revised) may affect the accounting
for business combination for which the acquisition date is

on or after 1 July 2009. 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.

. SIGNIFICANT ACCOUNTING POLICIES

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

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

The Stock Exchange of Hong Kong Limited and the Hong

Kong Companies Ordinance. The principal accounting policies
adopted are set out below:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company. Control is achieved where the Company has the
power to govern the financial and operating policies of an entity
S0 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 in
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.

2. TRANHTR] RS IERT B RMBHEER

&R & B I 3RS RSB35k (IR ERT) AT RE R 2 UK
BEMA_ZTTNFLA —RARZBREBAHZ
BEERETE - ARG REAIE275R (KB
TEAEERMBARZ AEEES 2 a5t RIE
JIE - AR RIEETEHE A EAMITET REERT A
IR BB Y ASE 2 EE MM B NENS

52
BEXE -

FEEFHR
BRETAATEEEZSBRTAN - RAMH
FETREELRALERY -

REMBERE NRBRESSHMASBHE 2 EE
M RMELANRE - 1A - SRAMBRERES
BHARSHARATES LHRAUREEAR
BHIMEZBRBEEER - ERMAZEB G
KEFWT :

REEE
RAMBREEBEARAIBARAIEHZEE
ZHBRE - BEARRBREXIE M BN
RAGERE - LR ERB PRGNS - AR
RIS IRE -

RERYEEL I EZ B R T2 BB RBER
A#sk = HEER B HERERBER)FARE

WEFRE  SYHMBRRZHBREFELRE -
IERSHBRREREEREMKE RRIMAE—
B o

PERERRZRS - i WARIHTIRER
BIRE R -

FAMBARBEFENZ DB R EREAE
BRERESEDHREN - BEFERZ DEK
RiEmBRZERaNREEBAMHERZS
B URBEHAHROBIRRENZ R
B ROBBREABORNZEEREIEA
BIMREABAERSN - DBBREGEREL
DPEBERNMBAR ST 2 BESRENA
KEZEETHE -
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Notes to the Consolidated Financial Statements
GEMBRENE

For the Year Ended 30 June 2009 EZ_—ZEZENFNH=+HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of consolidation (Continued)
Acquisition of additional interests in subsidiaries is recorded at
historical cost and the excess of the carrying amounts of net
assets acquired over the cost of acquisition is recognised as
discount on acquisition and charged to consolidated income
statement.

Goodwill

Goodwill arising on an acquisition of a business represents the
excess of the cost of acquisition over the Group’s interest in
the fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant business, at the date of acquisition.
Such goodwill is carried at cost less any accumulated
impairment losses.

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

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

On subsequent disposal of the relevant cash-generating units,
the attributable amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.

Revenue recognition

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

Revenue from sales of goods is recognised when goods are
delivered and title has passed.

Service income is recognised when the services are rendered.

Income from licensing is recognised when the relevant licensing
agreements are formally concluded.
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For the Year Ended 30 June 2009 #ZE=ZEZENFAF=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)

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

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

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

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

Property, plant and equipment

Property, plant and equipment including land and buildings
held for use in the production or supply of goods or services, or
for administrative purposes are stated at cost less subsequent
accumulated depreciation and amortisation and accumulated
impairment losses.

Depreciation is provided to write off the cost of property, plant
and equipment over their estimated useful lives, using the
straight-line method, at the following rates per annum:

Freehold land Nil
Leasehold land and Over the shorter of the remaining
buildings unexpired terms of the relevant
leases or 50 years
Plant and machinery and ~ 10% — 50%
telecommunications
networks

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected

to arise from the continued use of the asset. Any gain or

loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying
amount of the item) is included in the consolidated income
statement in the year in which the item is derecognised.
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GEMBRENEE

For the Year Ended 30 June 2009 EZ_—ZEZENFNH=+HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

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.

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement on a straight-line basis over
the term of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are added to
the carrying amount of the leased asset and recognised as an
expense on a straight-line basis over the lease term.

The Group as lessee

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.

Deposits and prepaid development costs
Deposits and prepaid development costs represent the
development costs for systems and networks projects under
construction. Deposits and prepaid development costs are
transferred to development costs for systems and networks
when it is implemented for its intended use. Deposits and
prepaid development costs are stated at cost less impairment.

Research and development expenditures
Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is anticipated
that the development costs incurred on a clearly-defined
project will be recovered through future commercial activity.
The resultant asset is amortised on a straight-line basis over its
useful life, and carried at cost less subsequent accumulated
amortisation and any accumulated impairment losses.

Where no internally-generated intangible asset can be
recognised, development expenditure is charged to profit or
loss in the period in which it is incurred.
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For the Year Ended 30 June 2009 #iZ.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Development costs for systems and networks
Development costs for systems and networks are stated at cost
less amortisation and any accumulated impairment losses.

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

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

— its intention to complete the asset and use or sell it.
— its ability to use or sell the asset.

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

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

— its ability to measure reliably the expenditure attributable to
the asset during its development.

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

An item of development costs for systems and networks is
derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of

the asset. Any gain or loss arising on derecognition of the

asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in the
consolidated income statement in the year in which the item is
derecognised.
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Notes to the Consolidated Financial Statements
GEMBRENE

For the Year Ended 30 June 2009 EZ_—ZEZENFNH=+HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Intangible assets
On initial recognition, intangible assets acquired separately and
in business combinations are recognised at cost and at fair
value at the acquisition date respectively. After initial recognition,
intangible assets with finite useful lives are carried at costs less
accumulated amortisation and any accumulated impairment
losses. Amortisation for intangible assets with finite useful lives
is provided on a straight-line basis over their estimated useful
lives.

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

Financial instruments

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

Financial assets

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

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 and points 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.

Income is recognised on an effective interest basis for debt
instruments.
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For the Year Ended 30 June 2009 #ZE=ZEZENFAF=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. TEFHBK )

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 trade and other
receivables, deposits, bank balances and cash) are carried
at amortised cost using the effective interest method, less
any identified impairment losses (see accounting policy on
impairment of financial assets below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at fair
value through profit or losses loans and receivables or held-to-
maturity investments.

For available-for-sale debt investments with guaranteed
return, payments receivables each year for investments are
apportioned between income and reduction of the carrying
value of the investments so as to reflect a constant periodic
rate of return. At each balance sheet date subsequent to initial
recognition, available-for-sale financial assets are measured
at fair value. Changes in fair value are recognised in equity,
until the financial asset is disposed of or is determined to be
impaired, at which time, the cumulative gain or loss previously
recognised in equity is removed from equity and recognised in
profit or loss (see accounting policy on impairment of financial
assets below).

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured, they are measured at cost less
any identified impairment losses at each balance sheet date
subsequent to initial recognition (see accounting policy on
impairment of financial assets below).

Impairment of financial assets

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

For loans and receivables, objective evidence of impairment
could include:

* significant financial difficulty of the issuer or counterparty; or
e default or delinquency in interest or principal payments; or

¢ itis becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Impairment of financial assets (Continued)
For certain categories of financial assets, such as trade
receivables, assets that are assessed 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 an increase in the number of delayed
payments.

For financial assets carried at amortised cost, an impairment
loss is recognised in income statement 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.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the estimated
future cash flows discounted at the current market rate of return
for a similar financial asset. Such impairment loss will not be
reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through
income statement 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.

For available-for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value of the
investment can be objectively related to an event occurring after
the recognition of the impairment loss.

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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For the Year Ended 30 June 2009 #ZE=ZEZENFAF=1HIFE

3. 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 trade and other payables,

amount due to ultimate holding company and bank and other
borrowings are subsequently measured at amortised cost, using
the effective interest method.

Convertible bonds

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

The convertible bonds (including the liability component,

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

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

Subscription rights granted to the convertible bond holders
to subscribe for the ordinary shares of the Company are
recognised at fair value on initial recognition and will remain
in subscription right reserve until the subscription rights are
exercised (in which case the balance in the subscription right
reserve will be transferred to share premium). Where the
subscription rights remain unexercised at the expiry date, the
balance in the subscription right reserve will be released to
retained profits. No gain or loss is recognised in profit or loss
upon conversion or expiration of the subscription rights.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial liabilities and equity (Continued)
Equity instruments
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derecognition

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

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

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

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

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amounts of assets and
liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable
profit, and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for

all taxable temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable profit will
be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

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

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

Deferred tax is calculated at the tax rates that are expected

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

Impairment (other than goodwill and
development costs for systems and networks)

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

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for

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

Foreign currencies

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

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

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.

Retirement benefit cost

Payments to defined contribution retirement benefit schemes
are charged as expense when employees have rendered
service entitling them to contributions.

For the Group’s defined benefit retirement benefit scheme, the
cost of providing benefits is determined using the projected
unit credit method, with actuarial valuation being carried out

at each balance sheet date. Actuarial gains and losses which
exceed 10% of the greater of the present value of the Group’s
pension obligations and the fair value of scheme assets are
amortised over the expected average remaining working lives
of the participating employees. Past service cost is recognised
immediately to the extent that the benefits are already vested,
and otherwise is amortised on a straight-line basis over the
average period until the amended benefits become vested.

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

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

The following are the key assumptions concerning the future,
and other 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.

Estimated impairment of trade receivables and
guaranteed distribution receivables

When there is objective evidence of impairment loss, the Group
takes into consideration the estimation of future cash flows.
The amount of impairment loss is measured as the difference
between the asset’s carrying amount and the present value

of estimated future cash flows (excluding future credit losses
that have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e. the effective interest
rate computed at initial recognition). Where the actual future
cash flows are less than expected, a material impairment

loss may arise. As at 30 June 2009, the carrying amounts of
trade receivables and guaranteed distribution receivables are
HK$339,130,000 (2008: HK$248,302,000) and HK$44,838,000
(2008: HK$43,672,000) respectively.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which goodwill
has been allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order

to calculate the present value. Where the actual future cash
flows are less than expected, a material impairment loss may
arise. As at both balance sheet dates, the carrying amount of
goodwill was HK$36,795,000. Details of the recoverable amount
calculation are disclosed in note 15.

Development costs for systems and networks

and deposits and prepaid development costs

(1) Estimated useful life
As at 30 June 2009, the carrying value of development costs
for systems and networks amounts to HK$1,094,033,000
(2008: HK$961,980,000). The estimated useful life of the
assets reflects the directors’ estimate of the periods that the
Group intends to derive future economic benefits from the
use of the development. Where the actual useful life are less
than expected, a material impairment loss may arise.
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4. KEY SOURCES OF ESTIMATION UNCERTAINTY

(Continued)

Development costs for systems and networks

and deposits and prepaid development costs

(Continued)

(2) Estimated impairment
Determining whether development costs for systems and
networks and deposits and prepaid development costs are
impaired requires an estimation of the value in use and an
estimation of reliability of the counter-party on completing
the underlying projects. The value in use calculation requires
the Group to estimate the future cash flow expected to
arise from the continuing use of the assets and a suitable
discount rate in order to calculate the present value. Where
the actual future cash flows are less than expected, a
material impairment loss may arise. As at 30 June 2009,
the carrying amounts of development costs for systems
and networks and deposits and prepaid development
costs were HK$1,094,033,000 (2008: HK$961,980,000) and
HK$1,062,892,000 (2008: HK$752,700,000), respectively.

Estimated impairment of available-for-sale
investments

Determining whether available-for-sale investments are impaired
requires an estimation of future cash flows discounted at the
current market rate of return of similar assets and the assessment
of the ability for repayment by the investees. As at 30 June
2009, the carrying amount of available-for-sale investments was
HK$95,084,000 (2008: HK$225,631,000).
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5. FINANCIAL INSTRUMENTS 5. &M ITE
Categories of financial instruments SRTEER
2009 2008
—E2EAF —TEN\F
HK$’000 HK$’000
FHET FHET
Financial assets B EE
Available-for-sale investments AR ERE 95,084 225,631
Loans and receivables (including deposits, &K EUFRIA
bank balances and cash) (BREEFFR - RITEFERRE) 643,885 501,566
Financial liabilities B aE
Amortised cost [RE: = ADRN 125,521 160,223

Financial risk management objectives and
policies

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

Credit risk

The Group’s maximum exposure to credit risk which will cause
a financial loss to the Group due to failure to discharge 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, the Group is exposed to credit risk on its deposits
and prepaid development costs paid to developers, in the event
that these developers fail to perform their obligations to develop
the technologies as required. The maximum exposure to credit
risk in this regard, is the carrying amount of the deposits and
prepaid development costs as stated in the consolidated
balance sheet.

In order to minimise the credit risk in relation to trade
receivables, the management of the Group will only allow
customers with good credit history to pay on credit. In addition,
the management reviews the recoverable amount of each
individual debt at each balance sheet date, taking into account
of future discounted cash flows, to ensure that adequate
impairment losses are made for irrecoverable amounts. In this
regard, the directors of the Company consider that the Group’s
credit risk is significantly reduced.
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5. FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and
policies (Continued)
Credit risk (Continued)
The credit risk on trade receivables is concentrated on a few
distributors. Receivables from top five distributors represented
approximately 79% (2008: 79%) of trade receivables at the
balance sheet date. In addition, the credit risk on guaranteed
distribution receivables is also concentrated on a number
of guarantors of investments. Receivables from the top five
guarantors of investments represented approximately 72%
(2008: 69%) of guaranteed distribution receivables at the
balance sheet date. The management considers that there are
no significant credit risks due to the long and good credit history
of these debtors.

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation
to variable-rate deposits, bank balances, bank and other
borrowings. The Group currently does not have a policy on cash
flow hedges of interest rate risk. However, the management
monitors interest rate exposure and will consider hedging
significant interest rate risk should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to interest rates for variable-rate deposits, bank
balances, bank and other borrowings at the balance sheet date.
The analysis is prepared assuming the balances outstanding at
the balance sheet date were outstanding for the whole year. A
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 points higher or lower and
all other variables were held constant, the Group’s profit for
the year ended 30 June 2009 would increase or decrease by
approximately HK$490,000 (2008: increase or decrease by
HK$253,000).

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent interest rate risk as the year end
exposure does not reflect the exposure during the year.

Foreign currency risk

Several subsidiaries of the Company have foreign currency
denominated monetary assets and liabilities, which expose the
Group to foreign currency risk.
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5. FINANCIAL INSTRUMENTS (Continued) 5. Emi T B &)
Financial risk management objectives and MERREEEERBEKE)
policies (Continued)
Foreign currency risk (Continued) S m S ()
The carrying amounts of the group entities’ foreign currency REBDINEHEC ERBEEREBBE(RIES
denominated monetary assets and monetary liabilities (including AR E A RIFEZ #ARF R )R RE B 2 REEN
intra-group current accounts) at the reporting date are as e
follows:
2009 2008
ZEBhE —ET)N\F
Assets Liabilities Assets Liabilities
BE afE BE afs
HK$°000 HK$’000 HK$'000 HK$'000
FEx FEx FHT FHET
Euro BT 2,946 744 5,381 167
Pound Sterling HgE 69 - 325 -
Macao Pataca SRFI T 352 66 436 67

The Group currently does not engage in any foreign currency
hedging instruments. It is the Group’s policy to manage foreign
exchange risk through matching foreign currency income

with expense, and where exposure to foreign exchange is
anticipated, appropriate hedging instruments will be used.

Sensitivity analysis
The group entities are mainly exposed to foreign currency risk in
Euro.

The following table details the group entities’ sensitivity to a
5% increase and decrease in Euro against each group entity’s
functional currency. 5% is the sensitivity rate used when
reporting foreign currency risk internally to key management
personnel and represents management’s assessment of the
reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the
year end for a 5% change in foreign currency rates. A positive
number below indicates an increase in profit where Euro
strengthen 5% against each group entity’s functional currency.
For a 5% weakening of Euro against each group entity’s
functional currency, there would be an equal and opposite
impact on the profit.
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2009 2008

—seNE BTN

HK$’000 HK$'000

TR FAT

Euro BRT 110 261

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk as the
year end exposure does not reflect the exposure during the
year.
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5. 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 borrowings and ensures

5. SR T R@)

MEEREEBERBEKE)

RBEZEER

HRERRBESRRME @ AEEERLEFR
ERESEEBANERERRABE KT - B
FEBEEBRTEES  WREKRSRERD 27
2 -EREEREEZHABR  UERETE
REA -

compliance with loan covenants.
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BRDIRDRENARE AR B RN R &F
BHzeRARRURASRERE - TIHE
FERTERERE ©

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. The table includes both interest and principal cash flows.

Total Carrying

Interest 0-6 7-12 Over undiscounted  amount at
rate months months 1year  cashflows 30 June 2009
R=2BNE

AERERE AA=TH

flE 226 7Z1208R BE  RESE  2REE

% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR Fi#gn -7 TR Fi#gn

2009 k- 3
Trade and other payables ERESREMER N/A FEA 85,276 - - 85,276 85,276
Bank borrowings RiTfEE 4.6 2,159 2,147 38,165 42,471 40,069
Other borrowings HifEeE 9.0 184 - - 184 176
87,619 2,147 38,165 127,931 125,521
Total Carrying
0-6 7-12 Over  undiscounted amount at
Interest rate months months Tyear  cashflows 30 June 2008
RIZZNE
FERRE A=A
M= ZZ6EA 7212EA e nE8E ZEEfE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TART Th TAT TART

2008 “BEN\E
Trade and other payables JEf8 5 R A MR NATER 105,229 = = 105,229 105,229
Amount due to ultimate holding company  ERFEERA AFE NATER 47 - - 47 47
Bank borrowings RITfEE 58 4,956 3,302 57,758 66,016 54,265
Other borrowings HfEE 90 523 14 205 742 682
110,755 3,316 57,963 172,034 160,223
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5. FINANCIAL INSTRUMENTS (Continued) 5. T LA #@)
Fair value DNTEE
The fair value of other financial assets and financial liabilities Hi B EERMBEEZ ATEBETIARITH
are determined in accordance with generally accepted pricing 5250 RERSF R ERRNEBRARE
models based on discounted cash flows analysis using prices RERREREDITETE -

or rates from observable current market transactions as input.

The directors consider the carrying amounts of financial assets EEZRANEERNGE B REASE 2R

and liabilities recorded at amortised cost in the consolidated PR M EERAGBZ REEEAL A FEER

financial statements approximate their fair values. & o

6. TURNOVER AND SEGMENT INFORMATION 6. EXBRENEER

Turnover represents the net amounts received and receivable EEERFANKERHEER RAIINAERIR

for goods sold and services provided by the Group to outside HIRTS 2 B U EWGRIE S A - B R WU RT

customers, licensing fees received and receivable and HER  URBKRREVKREAREBEEFEHER

distributions/dividends received and receivable from the Group’s B2 A RRIEEREZ DK BRE °

investments in e-commerce projects and strategic investments

during the year.

(a) Business segments (a) %58
For management purposes, the Group is currently RABRERE  AEBZEBRHSR/RAEFE
organised into five main operating businesses — sales of REXEK—HE—RESER  BERE(E
general systems products, provision of services (including FBEHTTRRIRHETFEERS) R
software customisation and provision of e-lottery services) - -HERXSED ETEHEBEEZKRE -
and software licensing, leasing of systems products, URRERHRERAREARFE ZREIER
investments in e-commerce projects and holding strategic B WEEBNIAEBFESEEN 2 RS
investments in advanced technology product development E%o

companies. These businesses are the basis on which the
Group reports its primary segment information.

Sales of  Provision of
general servicesand  Leasing of Investments in

systems software systems  e-commerce Strategic

products licensing products projects investments Consolidated
#E-R  RERBR HEZR EFHE

ARER  BfhEE ER HEZRE  HEMRE g8

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
T TiEx TR TR TERL TERL

Year ended 30 June 2009 HE-BENE

ABETHLEE
TURNOVER 1]
External and total revenue HIMHERBIA 714,182 549,165 21,193 787 14,357 1,299,684
RESULTS $i&
Segment result NEEE 41,984 75,979 2,605 746 (42,409) 78,905
Interest income FlEMA 5,933
Finance costs BRSO (3,983)
Unallocated corporate expenses, net &P RA R % 38 (11,486)
Profit before taxation BB ATER 69,369
Taxation HE (1,062)
Profit for the year TEERR 68,307
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6. TURNOVER AND SEGMENT INFORMATION 6. EXBMETEER W
(Continued)
(a) Business segments (Continued) (a) E¥oE(#)
Salesof  Provision of
general  services and Leasing of Investments in
systems software systems  e-commerce Strategic
products licensing products projects investments Consolidated
HE-R  REERBR HEZS ETHE
ABEm  BiNETE Em BEZRE  RWMRE &
HK$'000 HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
TR TATL TERL TERL THx THT
As at 30 June 2009 RZBBAE
~A=TA
ASSETS &
Segment assets PERE 1,608,827 1,103,832 3,819 5,600 134,322 2,856,400
Unallocated corporate assets FARDAREE 138,640
Consolidated total assets GRpAE 2,995,040
LIABILITIES 8f
Segment liabilities PEEE 66,429 82,548 6,888 - - 155,865
Unallocated corporate liabilties FARAFEE 43,652
Consolidated total liabilities alhE 199,517
OTHER INFORMATION HitER
Capital additions of property, 0¥ - BERRE
plant and equipment ZEREN 5,275 5,635 47 - - 11,381
Additions of deposits and prepaid e REBAFRENAR
development costs M 437,112 - - - - 437,112
Capital addltions of development ES e v
costs for systems and networks ARz EASE 139,230 - - - - 139,230
Depreciation and amortisation REREH 85,551 245,423 298 - - 331,272
Gain on disposal of property, HEVE  BER
plant and equipment R Wa 14 17 2 - - 3
Impairment loss recognised for RREFEDL
investments HEFS = - - - 56,014 56,014
Impairment loss recognised for REGRBER
systems and networks AL REER 100,425 - - - - 100,425
Impairment losses recognised for RRE REMEE
deposits and prepaid AR
development costs EBR 40,560 = = = = 40,560
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6. TURNOVER AND SEGMENT INFORMATION 6. EXBMETEER )
(Continued)
(a) Business segments (Continued) (a) £ 28 (&)
Salesof  Provision of
general  services and Leasing of  Investments in
systems software systems  e-commerce Strategic
products licensing products projects investments  Consolidated
HE—RK RARBER HERS EFEE
F0ER BftRaTE Em HRZRE REMERE e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TR TR TAL TAT TAT TART
Year ended 30 June 2008 BECBENE
ARETALEE
TURNOVER EL
External and total revenue HIMEERBRA 928,681 651,121 10,158 2,770 20318 1,613,048
RESULTS EL |
Segment result HERE 33,859 115,763 4993 1,723 3,791 160,129
Interest income FIEMA 8,546
Loss on fair value change of RRESLTER
convertible bonds L (2282)
Finance costs ISR (4,232)
Unallocated corporate expenses, net &R AR L 38 (23,3%5)
Profit before taxation BRATER 138,806
Taxation WA (1,842)
Profit for the year AEREA 136,964
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6. TURNOVER AND SEGMENT INFORMATION 6. EEHERNEER
(Continued)
(a) Business segments (Continued) (a) £ 28 (&)
Salesof  Provision of
general  services and Leasing of  Investments in
systems software systems  e-commerce Strategic
products licensing products projects investments  Consolidated
HE-R  RERKR BEZR EFHE
ZRER  UEHE Em  BEZRE  REMRE e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TART TEL AL TEL TEL TEL
As at 30 June 2008 R=Z2ENE
~A=TH
ASSETS B
Segment assets HEEE 1,609,496 554,588 6,732 17,628 251,675 2,440,119
Unallocated corporate assets FORAREE 105,344
Consolidated total assets maEEE 2,545,463
LIABILITIES =l
Segment liabilities PEEE 90,975 94,381 7,982 - - 193,338
Unallocated corporate liabilities FARAREE 63,470
Consolidated total liabilities ralhfE 256,808
OTHER INFORMATION HiER
Capital additions of property, g BELRE
plant and equipment ZEREM 4,49 2,951 306 = = 7,753
Additions of deposits and prepaid e RERFERA
development costs M 703,170 - - - - 703,170
Capital additions of development ZR R AR
costs for systems and networks ZEREM 132,600 = = = = 132,600
Depreciation and amortisation FEREH 131,179 150,598 439 - - 282,216
Gain on disposal of property, HENE  BER
plant and equipment R Wa 137 27 - - - 164
Impairment losses recognised for RREMHER L
investments HESR = = = - 16,527 16,507
Impairment losses recognised for RERRBERE
development costs for systems and ~ FXASTHERZ
networks HEEE 69,953 159,172 - - - 209,125
Impairment losses recognised for HEE REMRE
deposits and prepaid development ~ EXASTHEZZ
costs REER 26,562 60,418 = = = 86,970
Impairment losses recognised for AEEAHER
inventories RESE 7,699 = = - - 7,699
Impairment losses recognised for wE BERX
property, plant and equipment R RERE 5,085 - - - - 5,085
Trade receivables written off JEE 5 F0RH 3,354 - - - - 3,354
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2009 BIZ—ZFEZENFANA=THIEFE

6. TURNOVER AND SEGMENT INFORMATION 6. EEHEEDEEN @

(Continued)

(b) Geographical segments (b) HEDHE

(i) The following table provides an analysis of the (i)
Group’s revenue by geographical market, by location
of customers, irrespective of the origin of the goods/

TREFAEEZRTIHE 5 2 ]KA
(REFPMUBED) DN (TwER/ RS
2RI -

services:
Revenue by
geographical segment
Ry @S5 EE D ZWA
Year ended 30 June
BEAA=THLEEE
2009 2008
—EEAF —EINF
HK$°000 HK$'000
FET FHET
People’s Republic of China hEARKMBE([HE]) -
(the “PRC"), including BIEEE MR
Hong Kong and Macau 836,269 1,023,107
Europe B 354,233 450,954
Other Eftb 109,182 138,987
1,299,684 1,613,048
(i) The following is an analysis of the carrying amount (i) TRHBIAEBZEEMTHEE S D

of segment assets, and capital additions to property,
plant and equipment, development cost for systems
and networks, interest in e-commerce projects and
strategic investments in advanced technology product
development companies, analysed by the geographical
location to which the assets are located:

BREEZEEEIN  UEWE  BE

R RARBRFAERS BT
AEEARSEUIRERRERFER
A2 REEIE R B BRI 2 DA

Carrying amount

of segment assets Capital additions
PEEEZIREHE BAE M
30 June 30 June
NA=1+H NA=1+H
2009 2008 2009 2008
—EENFE —TTN\FE —EENF —TTN\F
HK$’000 HK$'000 HK$’000 HK$'000
FH T FAT FHET FHT
PRC, including Hong  # [ : &#F
Kong and Macau BB RIBF 2,709,915 2,258,537 576,488 836,901
Europe B 124,592 135,939 9,635 6,520
Other HAph 21,893 45,643 1,600 102
2,856,400 2,440,119 587,723 843,523
7. OTHER INCOME 7. HibaA
Included in other income is interest income of HK$5,933,000 F B A 5,933,000/ 7 (ZF T\ 4F : 8,546,000
(2008: HK$8,546,000). L) ThBI AEAB AR o
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8. FINANCE COSTS 8. BATER A
2009 2008
—EZhE —TENF
HK$°000 HK$'000
FET FHTT
Interest on bank and other borrowings AR A FNBEEE 2 RTT
wholly repayable within five years REAEE 2 FE 3,983 4,232
. PROFIT BEFORE TAXATION 9. FEBLAVIEFI
2009 2008
—Z2ENE ZTTNEF
HK$’000 HK$'000
FHExT FHET
Profit before taxation has been arrived at BREE AT A E 0k -
after charging:
Directors’ remuneration (Note) EE20< (M) 1,076 1,222
Staff costs B TR AR 89,135 97,679
Retirement benefit scheme contributions RRAERETEI R
other than directors (EERIN) 5,917 6,674
Total staff costs B TR A 4858 96,128 105,575
Amortisation on: ATEIBZ#8H
Development costs for systems and R R A4 2 FAEER AR
networks, included in cost of sales GTASHEKAA) 321,725 269,895
Intangible assets, included in general and  ER&E(GFA—fR K
administrative expenses T HA) 2,360 2,360
Depreciation of property, plant and WE - BEREEZITE
equipment, included in general and (FEA—M RATBZ HA)
administrative expenses 7,187 9,961
Total depreciation and amortisation e R R 331,272 282216
Auditor’s remuneration ZERT & 2,339 2,314
Cost of inventories recognised as expense B R AR X~ 7&K 563,403 668,916
Impairment losses recognised for inventories Bt17 & iR 2 BIEEE - 7,699
Impairment losses recognised for property, St¥% - BiE &R EER 2
plant and equipment BB EE = 5,085
Minimum lease payments paid under RRKCERSENZ
operating leases in respect of: HEHESBRE
Rented premises HEME 2,751 2,590
Motor vehicles JRE 3,955 5,010
Net foreign exchange loss FE X ONE 518 558 471 -
Research and development costs expenses 7t K 2R AR % 5,468 9,066
Trade receivables written off FEWE 5 R IE M = 3,354
and after crediting: REETA :
Discount on acquisition of additional I BB B A IR ME
interests in a subsidiary g 569 =
Net foreign exchange gain i H SN U e 58 = 6,082
Gain on disposal of property, EEME - BB KEE
plant and equipment 2 ek 33 164
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9. PROFIT BEFORE TAXATION (Continued) 9. BEIETEF 2
Note: BEE -
Information regarding directors’ and employees’ emoluments FRESHESHS &R
Directors =
Year ended 30 June 2009 BE-ZThEAA=THLEE
Retirement
Salaries benefit Total
and other scheme directors’
Fees benefits contributions emoluments
FER EHRER F#EMe
e Hitg3EFl sHEIfR Ham
HK$°000 HK$°000 HK$°000 HK$’000
FET FER FTER TERT
Executive directors HITES
Mr. Paul Kan Man Lok L& St - 57 8 60
Mr. Lai Yat Kwong BANEE - 57 3 60
Non-executive directors *HTES
Mr. Leo Kan Kin Leung HBRREE 5 20 - 25
Prof. Liang Xiong Jian RIERHR 50 50 - 100
Prof. Ye Pei Da BRI 20 21 = 4
Mr. Frank Bleackley Frank Bleackley5t 4 50 50 - 100
Prof. Julia Tsuei Jo ERHE 50 50 - 100
Ms. Miranda Ho Mo Han [OE oG 50 50 - 100
Mr. Paul Michael James Kirby Paul Michael James Kirby 5t 4 50 420 - 470
Ms. Shirley Ha Suk Ling Bt 5 15 - 20
280 790 6 1,076
Year ended 30 June 2008 BEe—TT)\FXA-1+HIEE
Retirement
Salaries benefit Total
and other scheme directors’
Fees benefits contributions emoluments
Fek RIKAER EEie
ik Hintagh FTEIHER FokE]
HK$'00 HK$'000 HK$’000 HK$'000
FHT FHT FHIT FHT
Executive directors HITES
Mr. Paul Kan Man Lok ERESHS - 57 3 60
Mr. Lai Yat Kwong BHNLE - 57 8 60
Non-executive directors FHITES
Mr. Leo Kan Kin Leung FER R etk 5 20 - 25
Prof. Liang Xiong Jian DIEGRERIT 50 50 - 100
Prof. Ye Pei Da BRI 50 50 - 100
Mr. Frank Bleackley Frank Bleackleyt 4 50 50 = 100
Prof. Julia Tsuei Jo ERHIX 50 50 - 100
Mr. Ho Yiu Ming fAIHRAA ST 22 22 = 44
Ms. Miranda Ho Mo Han Al 22+ 21 21 - 42
Mr. Paul Michael James Kirby Paul Michael James Kirby %t & 50 521 - 571
Ms. Shirley Ha Suk Ling BERRat 5 15 - 20
303 913 6 1,222
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9. PROFIT BEFORE TAXATION (Continued)
Note: (Continued)
Information regarding directors’ and employees’ emoluments
(Continued)
Employees
The five highest paid individuals of the Group did not include any
directors of the Company for both years. The aggregate emoluments of
the five highest paid employees of the Group, not being directors of the
Company, are as follows:

9. FRFLHDE
Wi (%)
ARESREAMNS 2 EH(H)

=

RREFEE  AEBRUSGEHATERTERARE
F - AEBRERRHFAT(AFEARFZES) 2BE
WBEWT -

2009 2008
—EENF —TT)\F
HK$°000 HK$’000
FET FHET
Salaries and other benefits R E AR 6,737 7,492
Performance related incentive payments BRIERBERZ EE 420 260
Retirement benefit scheme contribution RN R BIGER 805 757
7,962 8,509
Emoluments of these employees were within the following band: HEREZHMEN T THNEHE
Number of employee(s)
EBEAH
2009 2008
—EENF ZET)N\F
HK$1,000,001 — HK$1,500,000 1,000,001/ 7T — 1,500,000/ 7T 2 1
HK$1,500,001 — HK$2,000,000 1,500,001/ 7T — 2,000,000/ 7T 3 4
10. TAXATION 10. B I8
2009 2008
—EBNF —ETENF
HK$’000 HK$’000
FHET FHET
The charge comprises: BEZ HBE -
Taxation in other jurisdictions EfhRDA MR 2 1A
— current year —AFE 1,062 2,015
— overprovision in prior years — BT ERERE = (173)
1,062 1,842

Page 62



10.TAXATION (Continued)

EREEARIA —ERNFFR

Notes to the Consolidated Financial Statements

MBS

For the Year Ended 30 June 2009 #ZE=ZEZENFAF=1HIFE

Hong Kong Profits Tax is calculated at 16.5% (2008: 16.5%) on
the estimated assessable profits derived from Hong Kong. No
provision for taxation has been made as the Group’s income
neither arises in, nor is derived from Hong Kong. Taxation in
other jurisdictions is calculated at the rates prevailing in the
respective jurisdictions.

The low effective tax rate is attributable to the fact that a
substantial portion of the Group’s profit neither arises in, nor

is derived from, Hong Kong and is accordingly not subject to
Hong Kong Profits Tax and such profit is either exempt from or
not subject to taxation in any other jurisdictions.

Details of deferred taxation for the year are set out in note 29.

The tax charge for the year can be reconciled to the profit per
the consolidated income statement as follows:

10.

FIE (7
EBFNEBR AR E BB 2 Gt R SRR
16.5%(ZZTNF : 16.5%) ZFHEE - ARA
EEZIWARFERE BRI - IFERAES -
WARVER R IBRE - HibRDA R 2 BB TR (E
RIRLEMHE & BIRAZ R HE -

BRHERIE 2 RE RSB AR E MR
BRRM - TERAEE  WEBEABKTENG
B M EEMNEMRIA LR B ER R R EA
BANERIBUR

REFIRTEFHIAZ # BRI E29

REFzRBEXHEGEBRR 8RN
T

2009 2008
—EBAE —TTNF
HK$’000 HK$’'000
FHExT FHIT

Profit before taxation MR A B A 69,369 138,806
Tax at Hong Kong Profits Tax rate of 16.5% 1&2& & R85 £ 16.5%:1 2 2 # 1A

(2008: 16.5%) (ZBZNF : 16.5%) 11,446 22,903
Tax effect of profits exempted or not subject 7 EAth 752 b R HEEA B 47 sk

to taxation in other jurisdictions BRI w2 T s 2 (18,148) (27,402)
Effect of different tax rates of subsidiaries Kt BA TR E A T A R &L

operating in other jurisdictions ZTRRABRz & 476 906
Tax effect of income not taxable AR B B 2 WA

for tax purposes 2B E (3,773) (4,798)
Tax effect of expenses not deductible RIS BT B B9HR 2 B X

for tax purposes ZBERE 10,923 10,705
Utilisation of tax loss previously BB RER 2 RIS EE

not recognised (476) (1,054)
Tax losses not recognised RUER 2 TIBEE 614 755
Overprovision in prior years BEFE 2 BERE = (173)
Taxation for the year RNEFEZHIE 1,062 1,842
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11.DIVIDENDS 11.BE 2
2009 2008
—BENE —TTN\F
HK$’000 HK$’000
FET FHET
Final dividend proposed in scrip form RABRR BT IRERER
equivalent to HKO0.15 cents Bk 0.15 Bl 2 FRARHAR S
(2008: HK0.15 cents) per share, (ZZZTN\E : 015 8{) -
with a cash option AlEERIE S 7,713 5,117
Interim dividend paid in scrip form RABRR BT IRERER
equivalent to HK0.25 cents ik 0.25 Bz R HEIARE
(2008: HK1.35 cents) per share, (ZZZTN\E : 1.358l) -
with a cash option AlEERIE S 10,148 45316
Underprovision in prior year FEERETR 930 1,290
18,791 51,723

ZETNFERRERARSTIER=ZZTNFAS
A=+ HB%1TM%5,142,120,870 (ZZZ N\
£ :3,411,059,6780%)5tE -

The proposed final dividend for 2009 is calculated on the basis
of 5,142,120,870 shares (2008: 3,411,059,678 shares) in issue
on 30 June 2009.

12.EARNINGS PER SHARE 12.8REF
The calculation of the basic and diluted earnings per share is EAREEGRBN TR TSR H -
based on the following data:

2009 2008
—E2BNF ZTENE
HK$’000 HK$’000
FHET FHET
Earnings attributable to equity holders of PAGTEEAMCEETRENZ
the Company for the purpose of calculating AR R ARG A
basic and diluted earnings per share FE(E & F 71,068 143,010

Number of shares (°000)

BRHBE (LFRE)
2009 2008
—EBhE —TTN\F
Weighted average number of shares Nt HSRERRF
for the purpose of calculating basic 2 IREF RS
earnings per share EgE] 4,405,134 3,586,096
Effect of dilutive potential ordinary shares: LA N ¥3@A% ~ EE S E 2 -
Subscription rights attached to AT HARR & 55 P BT TEA
convertible bonds R IE N/A 29,979
Weighted average number of shares AR E A HE GRR 2T
for the purpose of calculating diluted Z IFEF AR
earnings per share A 4,405,134 3,616,075

MR AR ES S SR ERANE N - Fitt
RABBE_ZT N\FRA=ZTHILFEZ&H
SBERANE  TERRRIGRESSELS -

The computation of diluted earnings per share for the year
ended 30 June 2008 does not assume the conversion of the
convertible bonds as the conversion of convertible bonds would
result in an increase in earnings per share.
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12.EARNINGS PER SHARE (Continued)
The computation of diluted earnings per share for both years
does not assume the exercise of warrants in both years as their
respective exercise prices were higher than the average market
prices of shares of the Company.

12.8KBER =)
HRARRRREE 2 TEEEBRERBZ T
TR - I%Fﬁﬁ&ﬁﬂifzﬂ%%iﬁﬁ
RS - 3 4 3R SR R B 4 T T SR AR 2

AHEESRERRNZ NEFHROEEERER
7;5/\7_‘, TNFAATRZREMRRAEETR
D HEZE— R AR AD 2 ARG BIE L B -

The weighted average number of shares for the purpose of
calculating the basic earnings per share has been adjusted for
the rights issue of the Company completed in May 2009 on the
basis of one rights share for every four existing issued shares.

13.PROPERTY, PLANT AND EQUIPMENT 13.4903% - BB R
Plant and
machinery and
telecom-
Land and munications
buildings networks Total
WE - Hes
T RIEF REESHSK st
HK$'000 HK$'000 HK$’000
FAxT FHT FAT
COST ﬁiﬂifﬁ
At 1 July 2007 R-ZET+F+HA—H 23,9183 353,647 377,560
Currency realignment M 5 AR (231) (2,067) (2,298)
Additions NE - 7,753 7,753
Disposals HE - (2,362) (2,362)
At 30 June 2008 RZZTNFAA=TH 23,682 356,971 380,653
Currency realignment b 3 52 (4,148) (58,925) (63,073)
Additions hE 1,085 10,296 11,381
Disposals HE (1,005) (604) (1,609)
At 30 June 2009 T NFARA=TH 19,614 307,738 327,352
DEPRECIATION AND HERRBE
IMPAIRMENT
At 1 July 2007 RZZET+F+A—H 6,490 326,589 333,079
Currency realignment HE 5 B (44) (2,369) (2,413)
Provided for the year FREE 182 9,779 9,961
Impairment loss recognised in B AR TER 2 REEE
income statement - 5,085 5,085
Eliminated on disposals HH B R = (2,160) (2,160)
At 30 June 2008 RZZTNFAA=TH 6,628 336,924 343,552
Currency realignment (RIS (1,106) (55,933) (57,039)
Provided for the year FREE 312 6,875 7,187
Eliminated on disposals o RFRBR (701) (482) (1,183)
At 30 June 2009 T NFARA=TH 5,133 287,384 292,517
CARRYING VALUES EE@fE
At 30 June 2009 —ETNFSRA=1H 14,481 20,354 34,835
At 30 June 2008 RZTZEN\FA=1H 17,054 20,047 37,101
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13.PROPERTY, PLANT AND EQUIPMENT (Continued) 13. 9% ~ BB RRE®)

2009 2008
—EBhE —TTN\F
HK$°000 HK$'000
FHERT FHIT
The carrying values of the Group’s property ZN& 8 > W% as
interests comprise: IREERE
Freehold properties held outside REBEAIMEERTA
Hong Kong KASEREZ W% 14,238 16,752
Properties held outside Hong Kong REELAIMBE R REIZL
under long leases (Note) pd/ES( D) 243 302
14,481 17,054

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

AEEAGEHERABESM TEP - B
2 RHED BEERE R R EEREA
P

2009 2008

ZEBhEF —TTNEF

HK$°000 HK$’000

FET FHET

Customer equipment at cost B (RKANME) 81,126 99,110
Less: Accumulated depreciation W REHITE (79,968) (97,696)
Carrying value BREE 1,158 1,414

At 30 June 2009, certain land and buildings of the Group with a
carrying value of HK$10,262,000 (2008: HK$12,636,000) were
pledged to a bank as security for banking facilities granted to
the Group.

In the prior year, the directors had determined an impairment
loss of HK$5,085,000 (2009: nil) to be made for property, plant
and equipment in Brazil in view of its decline in value in use.

Note:  Owner-occupied leasehold land is included in property, plant
and equipment as the allocations between the land and
buildings elements cannot be made reliably.
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14.DEVELOPMENT COSTS FOR SYSTEMS AND

14. B& B dAkE Z R AL AR

NETWORKS
2009 2008
—EBNF —ETNF
HK$’000 HK$’000
FHET FHT
COST RAME
At beginning of the year F9) 1,837,951 1,217,697
Currency realignment PE X % 13 154
Transferred from deposits and prepaid BBEe RIBNRERA
development costs 414,960 487,500
Additions NE 139,230 132,600
At end of the year Fs 2,392,154 1,837,951
AMORTISATION AND IMPAIRMENT B RRE
At beginning of the year F1) 875,971 376,951
Provided for the year REERME 321,725 269,895
Impairment loss recognised BRERBEEE 100,425 229,125
At end of the year Fak 1,298,121 875,971
CARRYING VALUE BREE
At end of the year FiE 1,094,033 961,980

Development costs for systems and networks include all direct
costs incurred in setting up and development of systems and
networks. The Group’s development costs for systems and
networks (other than those that are not yet available for intended
use) are amortised over the estimated lives of a maximum of five
years.

During the year, management has determined that

no future benefit will be generated for certain specific
development costs and accordingly, the carrying amount of
the respective development costs were fully impaired. The
amount of impairment loss recognised during the year was
HK$100,425,000.

In the prior year, the management conducted a review of the
Group’s development costs for systems and networks in light
of the current market condition and determined that certain
development costs for systems and networks were impaired
based on the estimated recoverable amounts with reference to
their values in use. The value in use was determined based on
the estimated future cash flows discounted at a rate of 10% per
annum. Accordingly, impairment losses HK$229,125,000 were
recognised in the prior year.

AR RBERBERARBERILRAE RS LS
MMZFAERKA - ARE 2 Rt R Bk M
A (AR AR B E RN R F (&R
REE) T A -

FR - EEERAETRTCHERARRTSE
AR WEBBBREAANREEFEL 2SR
B - FRE R ZBEEEA100,425,000% 7T °

EF BEEENEIMRIEAESEZ ZHERA
W2 B AEITERN  WRELEHFERAEE
BREZMEATRESEEES TRAERBEZ
FIR AT RE o FAEREEBRARBS R
ERFNRI0%IIRELET - B - EFCHER
2R MEE 1B 5229,125,000/8 7T °
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15.GOODWILL
Goodwill acquired in a business combination is allocated,
at acquisition, to the cash generating units (“CGUs”") that
are expected to benefit from that business combination. The
carrying amount of goodwill had been allocated as follows:

B8

EBAG Bz BEDREER SR ERHR
BREBAM 2 BREM([FREM]) - FEZ
FRE(ED DT ¢

2009 and 2008
—EENER
—BENF
HK$°000

TET

Provision of e-lottery services

RUET

IR

36,795

For each of the years ended 30 June 2009 and 2008,
management of the Group determines that there was no
impairment of its CGUs containing goodwill.

The recoverable amounts of the CGUs are determined from

value in use calculations. The key assumptions for the value in
use calculations are those regarding the discount rates, growth

rates and expected changes to selling prices and direct costs

during the period. Management estimates discount rates using
pre-tax rates that reflect current market assessments of the time
value of money and the risks specific to the CGUs. The growth

rates are based on industry growth forecasts. Changes in

selling prices and direct costs are based on past practices and

expectations of future changes in the market.

During the year, the Group performed impairment review for
goodwill based on cash flow forecasts derived from the most
recent financial budgets and projected for the next four years
approved by management using the same discount rate of
10% (2008: 10%) which reflects current market assessments
of the time value of money and the risks specific to the CGUs.
The growth rates are based on industry growth forecasts. No
impairment loss was considered necessary.
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16.INTANGIBLE ASSETS 6. MILEE
License
rights
SRR
HK$’000
FHET
COST RAME
Balance at 1 July 2007, 30 June 2008 RZZZT+FtA—HB ZTZTN\F~A=1H
and 30 June 2009 RZZTNFA=TRHZ&H 11,800
AMORTISATION e
Balance at 1 July 2007 RZZETEFLA—HzZ&EH 4,130
Charge for the year FRE 2,360
Balance at 30 June 2008 RZZZENFAA=TBZ&H 6,490
Charge for the year F N 2,360
Balance at 30 June 2009 RZZBZNFARA=THZ&EH 8,850
CARRYING VALUE BRMEE
At 30 June 2009 RZZEThFEAA=TH 2,950
At 30 June 2008 RZZTTNFARA=TH 5,310
The license rights for provision of e-lottery services were RBEFE  ARFAERBREEFERELZ
acquired as part of a business combination in the previous FATBIEREBR AN —ED - FHeTEAESE
years. The license rights have definite useful lives and are ERFE - WRPTIRRER 2 B A F (AR E
amortised on a straight-line basis over the period of the right RYE) ABEAREHEESY o

granted or 5 years, whichever is shorter.
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17.AVAILABLE-FOR-SALE INVESTMENTS

17. A HERE

2009 2008
—EBEAF ZTTN\F
HK$°000 HK$'000
FET FHET
Unlisted equity securities, in respect of: EETMRAES - @R :
— Interest in e-commerce projects —EFHEHEEER 28,094 28,094
— Other —EAfh 54,238 54,238
Impairment loss recognised FiER 2 BB E1E (82,332) (82,332)
Unlisted debt securities with guaranteed BRBEIHRZ IE L TEBES
return, in respect of: R
— Interest in e-commerce projects —BEfHEEEER 98,957 98,957
— Other —Efth 358,998 358,998
Capital receipt from the investments RE 2 BN (306,857) (232,324)
Impairment loss recognised RIERREEE (56,014) -
95,084 225,631

The unlisted debt securities with guaranteed return represent the
Group's investments in certain securities which have guaranteed
a pre-determined return to the Group over a fixed period of time.
The pre-determined returns are non-interest bearing. Payments
receivables each year for investments with pre-determined return
are apportioned between income and reduction of the carrying
value of the investments so as to reflect a constant periodic rate
of return. The pre-determined sums will be received for a period
of 5 years by half-yearly instalments and are discounted at the
effective interest rate of 10% (2008: 10%) per annum.

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

During the year, the management determined that certain
unlisted debt securities with guaranteed return were
irrecoverable. Full provision for impairment of HK$56,014,000
were made during the year in respect of these debt securities.

The management reviewed the carrying amount of the unlisted
equity securities in light of the current market condition with
reference to the financial results and business operated by
the investees. The management identified an impairment loss
of HK$16,527,000 estimated based on expected cash flows
projection from such investments in the prior year.
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18.DEPOSITS AND PREPAID DEVELOPMENT COSTS

During the year, the management has determined that no
future benefit will be generated for certain specific projects.
Accordingly, the carrying amounts of the related deposits and
prepaid development costs were fully impaired, amounting to
HK$40,560,000.

In the prior year, the management conducted a review of the
Group’s deposits and prepaid development costs in light of the
current market condition and determined that certain deposits
and prepaid development costs were impaired based on the
estimated recoverable amounts with reference to their values in
use. The value in use are determined based on the estimated
future cash flows discounted at a rate of 10% per annum.
Accordingly, impairment losses of HK$86,970,000 had been
recognised in prior year.

18. 12 & R TAFTRAEE A A

FRN - EEERASETHEBRTSELF I
HUAE B 1R & I TA 15 7 B K 4N BR TE1E.40,560,000 74
TLEREURE -

EF ERERTR  EEEUAKEZEER
FENFRKANETEY  WIRESEEFERER
BEHZEHAIRESBABES TRE RFEN
FBKAZRE - FREENREBERAKRES
MEBIRFEFERA0%MBMETE - Bt - KFEEHE
£886,970,00078 7T 2 BB 18 -

19.INVENTORIES 19.7&
2009 2008
—EThE —ETNF
HK$’000 HK$'000
FHExT FHET
Raw materials R 13,728 13,658
Work in progress fE2m 3,111 3,212
Finished goods BIRK G 7,702 7,481
24,541 24,351

20.TRADE AND OTHER RECEIVABLES

20. B E 5 R H At iR X

2009 2008

—EThF —ZEENF

HK$’000 HK$'000

FET FT

Trade receivables FEWE 5 BRFK 339,130 248,302

Guaranteed distribution receivables FEWR 3B 5k 44,838 43,672
Advance to suppliers and TR e P RIR &

other receivables FEUR EAthBR TR 121,577 103,696

505,545 395,670
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0.TRADE AND OTHER RECEIVABLES (Continued)
The Group maintains a well-defined credit policy regarding its
trade customers depending on their credit worthiness, nature
of services and products, industry practice and condition of
the market with credit period ranging from 30 to 180 days. The
guaranteed distribution receivables, advances to suppliers
and other receivables are unsecured, non-interest bearing and
repayable on demand. The aged analysis of trade receivables at
the reporting date is as follows:

20. B E 5 R H At AR K (2

FEERHEESRFPETHEZEERR - RIB
WEZER BRERERZHEE  TRMBESELET
BIERAMGTEENTI0E180B 2 ZEH - &
WHR B 73K ~ T8 B 18 75 50 0B e B U EL A AR R
IR - T B RERBAEE - BRE SRR
RIREBEZRR DT ¢

2009 2008

—BEAF —TTN\EF

HK$’000 HK$'000

FET TET

0 - 60 days 0 — 60H 176,575 200,344
61 —90 days 61 — 90H 106,104 38,392
91 - 180 days 91 — 180H 51,326 7,635
> 180 days > 180H 5,125 2,031
339,130 248,302

2

Pa

Before accepting any new customer, the Group's finance and
sales management team would assess the potential customer’s
credit quality and defines credit limits by customer. Limits
attributable to customers are reviewed regularly with reference
to past settlement history.

Included in the Group's trade receivable balance are debtors
with aggregate carrying amount of HK$5,125,000 (2008:
HK$2,031,000) which are past due at the reporting date for
which the Group has not provided for impairment loss. The
Group does not hold any collateral over these balances. The
age of these receivables is ranged from 180 days to 320 days in
both years.

The Group has provided fully for all receivables over 320 days
because historical experience is such that receivables that are
past due beyond 320 days are generally not recoverable.

.DEPOSITS, BANK BALANCES AND CASH

The deposits, bank balances and cash comprises short-term
deposits with maturity of three months or less and cash held by
the Group. The deposits carry interest at a variable rate at an
average rate of 0.8% (2008: 1.5%).

Certain bank balances and cash of HK$4,578,000 (2008:
HK$3,328,000) were denominated in Renminbi, which is not
freely convertible currency in the international market. The
exchange rate of Renminbi is determined by the Government
of the PRC and the remittance of these funds out of the PRC is
subject to exchange restrictions imposed by the Government of
the PRC.
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22.TRADE AND OTHER PAYABLES
As at 30 June 2009, the balance of trade and other
payables included trade payables of HK$10,712,000 (2008:
HK$28,748,000). The aged analysis of trade payables at the
reporting date is as follows:

22. FEIT B 5 R H fth AR X
RZTZNFAA=TH ENESZREME
RZ BB IE10,7120008 T ( Z T T )\ F
28,748,000/ 7T) Z FEN B SRR - BB SRR
RIS BEIZ BRER AT T ¢

2009 2008
—EEAF —EINF
HK$°000 HK$’000
FExT FHT
0 - 60 days 0 — 60H 8,029 5,591
61— 90 days 61 — 90H 775 9,422
91 -180 days 91 — 180H 874 10,794
> 180 days > 180H 1,034 2,941
10,712 28,748
The credit period for purchases of goods ranged from 30 days BEEMmZEEMNTI0E60H °
to 60 days.
23.WARRANTY PROVISION 23. REEE
2009 2008
ZEBhE —TTN\F
HK$’000 HK$’000
FiEx FHIT
At 1 July MEA—H 2,136 1,860
Currency realignment HE 5 R (314) 147
Provided during the year FREEME 1,932 2,798
Utilised during the year FAEEHA (2,241) (2,669)
At 30 June RANA=+A 1,513 2,136

The warranty provision represents the management’s best
estimate of the Group’s liability under 12-month warranties
granted on manufactured products, based on prior experience

and industry average for defective products.

24.AMOUNT DUE TO ULTIMATE HOLDING COMPANY

The amount was unsecured, interest-free and repayable on

demand.

RERBEEEERRBELRIENEGRME
EmZEBEME  BREREKRE T 212 AR
BEHMEAEEE FEH 2 &A= -

24. BT RAR IR A R FIE

ZEFEREER  RERBREREER -
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25.BANK BORROWINGS 25. RITREE
2009 2008
—E2EAF ZTTNEF
HK$’000 HK$'000
FExT FHT
Bank borrowings comprise the following:  B1T7fEE8E 5§18
Bank loans (Secured) RITER(BEA) 40,069 53,893
Mortgage loan (Secured) RiBER(BEHEM) - 372
40,069 54,265
The bank borrowings were secured by the Group’s land and IRITIEE B A% B AR EFE 510,262,000
buildings with a net book value of HK$10,262,000 (2008: T(ZZTTN\F : 12,636,000 7)) 2 T RIEF
HK$12,636,000). {E4EHR -
2009 2008
—EEAF —ZZENF
HK$°000 HK$’000
FET FHT
Bank borrowings bear interest RETMSNEGFEZ
at prevailing market rates and RITEE REEFRIBMT
are repayable as follows:
On demand or within one year LB —F A 3,043 5,313
More than one year but not exceeding i —FERMF R T Ef
two years 4,565 4,647
More than two years but not exceeding HBBRE EROFREIE
five years 32,461 44,305
40,069 54,265
Less: Amount due within one year shown & : —FREIHILEFIERE
under current liabilities BEzeRE (3,043) (5,313)
Amount due after one year —FRIHz R 37,026 48,952
The above bank borrowings bear variable interest at an average e ARG B2 RITEE - THAER46
rate of 4.6% (2008: 7.3%). E(ZZZTN\F : 73E) -
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26.0THER BORROWINGS

26. EEE

2009 2008
—EBhEF ZTT)N\F
HK$’000 HK$'000
FET FHET
The other borrowings represent block HMEERARITINER -
discounting loans and are repayable EIEFHEINT -
as follows:
Within one year R—FREIH 176 489
More than one year but not exceeding iR —FERRF R R
two years - 193
176 682
Less: Amount due within one year shown & : —FRZBEEILFIE
under current liabilities mEVBE A (176) (489)
Amount due after one year —FIREEZHIA - 193

The above other borrowings bear variable interest at an average
rate of 9% (2008: 9%).

27. CONVERTIBLE BONDS

EEFBRIR S 2 S - TR AR
(ZZBN\F: 0F) ¢

27. ARG B S

HK$’000

FET

As at 1 July 2007 RZZETLF+HA—H 35,880
Currency realignment [E X AR (31)
Change in fair value during the year FRRTHEBEZS 2,282
Converted during the year FRF (37,351)
Redeemed during the year FAERE (780)

As at 30 June 2008

R-ZEEN\FAA=+E —

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

During the year ended 30 June 2008, US$2,300,000 of the issued
Convertible Bonds were converted into 46,590,000 shares

of HK$0.1 each of the Company at a price of HK$0.3844 per
share. In addition, US$100,000 of the issued Convertible Bonds
were redeemed by the Company during the year then ended.

R-ZZZTRFEWNMA—BARARERRELAR
RIFMBETRZZEZENFIH A8 88%E
24,000,0003 7T 2 1 E AR E 5 ([ Al R &S |)
BB FE=EF L RE ([ REwE])

BEZZEZENFAAA=+HIEFER ' 2,300,000
XL BEITARRESTAER0.3844 T 2
B 1% H.#2/546,590,00008 A~ A R B IR EE0.1 BT
Z AR o SN+ 100,0003 7T 2 B 31T AR EH
EHARRREZEZE LFERED -
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28. RETIREMENT BENEFIT SCHEMES

Defined contribution scheme

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

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

Commencing from December 2000, the Group enrolled all
eligible employees in Hong Kong into a mandatory provident
fund (the “MPF") scheme. The retirement benefit cost of the
MPF scheme charged to the consolidated income statement
represents contributions to the MPF scheme by the Group at
rates specified in the rules of the MPF scheme.

During the year, retirement benefit scheme contributions
paid for the above scheme, amounted to HK$277,000 (2008:
HK$299,000).

Defined benefit scheme

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

The contributions which are determined by a qualified actuary
on the basis of triennial valuations using the projected unit credit
method are charged to the consolidated income statement.
Under the scheme, the employees are entitled to a pension
between 1.67% and 2.50% of final salary for each year of
pensionable service at an age of 65. No other post-retirement
benefits are provided. The most recent actuarial valuations of
scheme assets and the present value of the defined benefit
obligations were carried out at 31 December 2008 by Ms.
Alison Bostock, Fellow of the Institute of Actuaries, and were
updated to 30 June 2009 for the accounting reporting purpose.
The assumptions which have the most significant effect on the
results of the valuation are those relating to the rate of return on
investments and the rates of increase in salaries, pensions and
share dividends.
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28.RETIREMENT BENEFITS SCHEMES (Continued)

Defined benefit scheme (Continued)
The main actuarial assumptions used were as follows:

28. BIATEFIFH &l (@)

EREEREE)
Az EBRE/RZNT

30.6.2009 30.6.2008
—EThE —TTN\F
A~NA=+H ~NA=+A
Discount rate BEIR = 6.40% 6.60%
Expected return on scheme assets TEHA 2 5T &I & E B3R 7.00% 7.50%
Expected rate of salary increase TEEAZ $r e FHiE 3.50% 3.80%
Future pension increases R ZBIRE FHIE 3.50% 3.80%

The actuarial valuation updated to 30 June 2009 showed that
the market value of the scheme assets was HK$210,234,000
(2008: HK$261,287,000) and that the actuarial value of these
assets represented 69% (2008: 75%) of the benefits that had
accrued to members.

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

BHE_SENFAA=+AZHEEHERK
HE 2 EEMEA210,234,0008 T ( ZEZN
F :261,287,00087T) * MzEEEZBEEE
BIREEEENZ69%( =TT )\F : 75%) °

HREBRBNRAABNGEBERTHERZEH
LUl

2009 2008

—EENEF —ETN\F

HK$’000 HK$'000

FiEx FHIT

Current service cost RITARIEAL A 3,085 3,449
Interest on obligation EYEZF B 18,423 20,489
Expected return on plan assets SHEIAE 2 AR (15,935) (17,557)
5,573 6,381

The charge for the year has been included in cost of sales. REETHBEFAHERTR -

The amount included in the consolidated balance sheet arising
from the Group’s obligations in respect of its defined benefit
pension scheme is as follows:

HAAKRE 2 ERBENERARGTEREMELZ SR
BFfAGAREERRE - #dmT

2009 2008

—EEhE —TT)N\F

HK$°000 HK$'000

FExT FHETT

Fair value of scheme assets FrEIEE2 ATFEE 210,234 261,287
Present value of funded obligations BoEEZRE (303,635) (346,394)
Net unrecognised actuarial loss (gain) RIER 2 fmE E1E (e ) F5 22,112 (7,176)
(71,289) (92,283)
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28.RETIREMENT BENEFITS SCHEMES (Continued)
Defined benefit scheme (Continued)
Movements in the present value of the defined benefit obligation

are as follows:

28. BIAEFRIETE ()
EHEBAE(Z)
THEEHEEZBESSOT

2009 2008
—EEAF —ETNF
HK$’000 HK$'000
FHET FHET
At beginning of the year F7) 346,394 353,421
Currency realignment b 5 A (62,883) (4,879)
Service cost BRASC AN 3,085 3,449
Interest cost MELA 18,423 20,489
Actuarial loss (gain) EEEE (k) 11,059 (12,997)
Contributions (IR 1,409 2,054
Benefits paid FrfE R (13,852) (15,143)
At end of the year F4E 303,635 346,394
Movements in the fair value of plan assets are as follows: FEEEZ ATEEESNOT
2009 2008
—EENE —TENF
HK$’000 HK$'000
FET FHET
At beginning of the year F9) 261,287 247,495
Currency realignment B 5 R (47,409) (3,640)
Expected return on plan assets FTEIEE 2 AR 15,935 17,557
Actuarial (loss) gain BHE(EE) e (16,964) 4,186
Contributions HIR 11,237 10,832
Benefits paid FR @A) (13,852) (15,143)
At end of the year Fi 210,234 261,287
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28.RETIREMENT BENEFITS SCHEMES (Continued) 28. IRIKTEFI =& 2)
Defined benefit scheme (Continued) EFEEFFEE)
The fair value of plan assets and the expected rate of return at FEEERGEER 2 AT EEREBHARRES T
the balance sheet date is analysed as follows: U
Expected return Fair value of plan assets
AR E = SEEEZAFEE
2009 2008 2009 2008
ZEEBAF —TTN\F —EEAF ZTT)N\F
HK$’000 HK$'000
FExT FHET
Equity instruments AT A 7.40% 7.80% 184,165 233,991
Debt instruments EIA 4.40% 4.80% 23,546 26,645
Other assets HEEE 0.50% 5.00% 2,523 651
210,234 261,287
The weighted average rate of return of assets held is 7.00% FIFsEE 2 METFHERER7.00% (=N
(2008: 7.50%). The overall expected rate of return is a weighted & 1 750%) ° TEHAEEBEIRE HFE T RER
average of the expected returns of the various categories of plan ZIEETRBRE R METHE - ARERE2
assets held. The assumptions used in determining the overall TRHEAEE BB Ol ¥ 2 RER TV 2 RIBUN &5 2 W 3 K
expected return of the scheme have been set with reference A BERREmEER
to yields available on government bonds and appropriate risk
margins.
The actual loss on plan assets was HK$1,029,000 (2008: return FHEIEE 2 B E1E /51,029,000 T(ZEZ )\
on plan assets of HK$22,354,000). & : FTEIEAE 2 B$R22,354,000787T)
The history of the plan for the current and prior period is as i EH B EIRE FoB A B 2 fe sk
follows:
2009 2008 2007
—EBhEF ZTTN\F ZTTLF
HK$’000 HK$'000 HK$'000
FET FHET FET
Present value of defined benefit obligation — F B8 FI&E 2 IR{E 303,635 346,394 353,421
Fair value of plan assets FrEIEEC ATFEE (210,234) (261,287) (247,495)
Deficit B4t 93,401 85,107 105,926
Experience adjustments on plan liabilities 3+ EI&& 2 BT 11,059 (12,997) (32,587)
Experience adjustments on plan assets FHEIEE AT R (16,964) 4,186 (13,387)
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29.DEFERRED TAXATION

29. IR IH

The following is the deferred taxation liability recognised and ERAZECHEEBEREZENAT

movement thereon:

Accelerated tax depreciation

piIEETREE i
2009 2008
—EEAF ZETNF
HK$°000 HK$’000
FET FHET
Balance at beginning of the year FEEH 157 149
Currency realignment M 5 5 R (14) 8
Balance at end of the year IR 143 157
At the balance sheet date, the Group has unused tax losses of REFER  REEF AT HIEHE RGN 2 R
approximately HK$34,479,000 (2008: HK$33,606,000) available FA B 18 &5 18 4934,479,0008 T ( ZZE T NEF -
for offset against future profits. No deferred tax asset has been 33,606,000/ 7T) © FAAABETEIAI B 1855 FIOR -
recognised due to the unpredictability of future profit streams. B EREREIELERIEE & - ZSHIEEBEX
These tax losses may be carried forward indefinitely. 7 S PR AR A A o
30.SHARE CAPITAL 30. R A
Number
of shares Amount
RHEE +8
‘000 HK$’000
ARG FHET

Authorised share capital of HK$0.10 each:
Balance at 1 July 2007, 30 June 2008

and 30 June 2009

SREE 0BT 2 AERA :

R-FELFLA—A
“TEN\FAAZTER 12,000,000 1,200,000
“FENFAASTRZEH

Issued and fully paid share capital of

HK$0.10 each:

Balance at 1 July 2007

Issue of shares as 2007 final
scrip dividend

Issue of shares as 2008 interim
scrip dividend

Issue of shares upon exercise

FREEA0ETZEEITR

BB
RZZZTLFLA—BZ&EH 3,199,932 319,993
BITRDIER-STLF RN

A2 74,539 7,454
BIIRMGIER-ZET/\FHH

LAREAE 54,276 5,428

1T R AR R B AT AR D

of warrants 285 28
Issue of shares upon exercise of T RIE R TR

subscription rights 35,437 3,544
Issue of shares upon conversion of R R R E AR

convertible bonds BRI 46,590 4,659
Balance at 30 June 2008 RZZBZNFANA=THZ2&H 3,411,059 341,106
Issue of shares as 2008 final BIIROIEA—STN\ERD

scrip dividend LARRAE 27,847 2,785
Issue of shares as 2009 interim BIIRODIERZZETNEHH

scrip dividend LARRAE 68,314 6,831
Issue of shares upon exercise TR IR EE R B TAR D

of warrants 140 14
Issue of shares on acquisition of I EE B A RIRF B TAR D

a subsidiary 620,000 62,000
Rights issue of shares HAR 1,014,761 101,476
Balance at 30 June 2009 RZZBTHFANA=THZ&EH 5,142,121 514,212
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30.SHARE CAPITAL (Continued)

During the year, the following changes in the issued share
capital of the Company took place:

(@) InJanuary 2009, 27,846,608 shares of HK$0.1 each were
issued at a price of HK$0.165 per share upon election by

shareholders to receive shares in the Company in lieu of the

2008 final dividend in cash pursuant to the scrip dividend

scheme as detailed in a circular dated 16 December 2008;

In June 2009, 68,313,512 shares of HK$0.1 each were
issued at a price of HK$0.115 per share upon election by

G5

shareholders to receive shares in the Company in lieu of the
2009 interim dividend in cash pursuant to the scrip dividend

scheme as detailed in a circular dated 13 May 2009;

(c) During the year, 139,601 shares of HK$0.1 each were issued
at HK$0.81 per share as a result of exercise of subscription

rights under warrants of the Company by warrantholders;

(d) The Company issued 620,000,000 shares of HK$0.1 each as

consideration for the acquisition of the entire issued share
capital of Good Holdings Limited (see note 35 for more
details); and

(e) In May 2009, the Company issued 1,014,761,471 rights

shares of HK$0.1 each at a subscription price of HK$0.1 per

rights share on the basis of one rights share for every four
existing shares held. The Company raised HK$98,809,000
(net of expenses) for general working capital of the Group.

All shares issued rank pari passu with the then existing shares in

issue in all respects.

Warrants

On 26 October 2007, the Company proposed a bonus issue
of new warrants (the “Warrants”) to the shareholders of the
Company whose names appeared on the register of members
on 23 November 2007 (the “Record Date”) to subscribe for
shares equal to 20% of the issued number of shares of HK$0.1
each on the Record Date, less the number of shares issuable
on the Record Date under the subscription rights granted to

a bondholder to subscribe for a total of 60,784,780 shares

of HK$0.3844 per share until 1 April 2008 that had not yet
been exercised by the Record Date. Pursuant to an ordinary
resolution passed on the Record Date, 594,519,627 units of
the Warrants were issued to the shareholders of the Company
to subscribe for shares of HK$0.1 each of the Company at an
initial subscription price of HK$0.81per share. The Warrants
expired on 8 January 2009.

During the year, 139,601 units (2008: 285,554) of the Warrants

carrying subscription rights of HK$113,077 (2008: HK$231,299)

were exercised.

30. R A (7

EREEEARIRE —ERNFFR

Notes to the Consolidated Financial Statements

M HRE MR

ENFANA=THIEFE

i

RERR - ARTZERTRALE TS

e

A\ZZETNF—F  REBER-_TTN\F
+Z At ANBZz@BEAFRZ AR BF
g2l UARBRORBEASKE=ZTENEF
REARB1E + AR RIERFMR0.165B T2 B
#£1727,846,608 % FAXEEO0.1 BT 2R

(@

(b) RZZTNEXRA REREBE_TTHhF
AAT=BzEEATFLZ ARAR SRS
NARRRMHABRESWRM =TT NEFH
i B1% - ARRIEFIR0A15B T 2 BIREETT
68,313,51288 AR EEO0. 1B T ZR1D

) FR  ARBBRBERAATEARARRZR
AR BEZE Fr P sR A #E - #0139,601 IR AR EE
0BT ZBMNEZRSRSIB T BIRE
1T

(d) Z7AR]E17620,000,00008 AR EE0AE T
A5+ & AUEE Good Holdings Limited 2 &
BEITIRAZ B (B2 E350 T AR
HE) R

) RZZTTNERA @ ARRIEREHEHR
ARG BT — R D 2 BT AR
MR 0.17%8 T2 REEEE1T1,014,761,471/%
FREE BT ZHEBRRG - ARRIFTES
98,809,000/ 7T (B MR ) BIEASLE —
MRLEES -

AR METZRNES T EMEERRACDE
B EXIDE: £

R REH

RIZTLE+A-+AA  ARARBRBERARZ
TELE+—A-+=A((REBEH ) ZFIRE
A 2 A8 R R BT TR0 AL F R AR 7% ([ SR AR A
F)  UERBEERELHAHERITROH
B20% 2 BRRO1BIT 2R, - B E MR
F—REHRBEAAREBEE-_ZT/\FMNA—A
Al 12 & 1% 0.3844%8 7L R B8 & 60,784,780 % i% 17
ZEREB RS BHMARITEMA FETZ
BRIDEE mw:aﬁaﬁﬂuav%m%%
| A A 7] A% 38 3 17594,519,627 17 iR X 1 75
BV RBESR081ETREARDRFRO. 1?&
TTZh - REZFCER _ZEZNFEF—ANBE
o

A - M#5113,0778 T ( Z2F )\ : 231,290/
T) REERE 2 139,60117 (=TT /)\F : 285554)R
R E O RIT(E -
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31.SHARE OPTION SCHEME

On 29 November 2002, the Company adopted the share

option scheme (the “Scheme”) which, with a remaining

life of about 3 years will expire on 28 November 2012. The
purpose of the Scheme is to attract and to retain quality
personnel and to provide them with incentive to contribute to
the business and operation of the Group. Under the Scheme,
the directors may grant options to any eligible persons of the
Group, including directors, employees, consultants, advisors

in respect of business, operation, management, technology,
legal, accounting and financial matters of the Company,

its subsidiaries or affiliates or any discretionary trust whose
discretionary objects include the aforesaid persons or a
company beneficially owned by the aforesaid persons as well as
customers and suppliers of the Group, to subscribe for shares
of the Company. Options granted are exercisable at any time for
a period determined by its directors which will be less than ten
years from the date of grant, where the acceptance date should
not be later than 21 days after the date of offer.

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

The capital structure of the Group consists of equity attributable
to equity holders of the Company, comprising issued share
capital, reserves and retained profits.

The directors of the Company review the capital structure on

a biannual basis. As part of this review, the directors consider
the cost of capital and the risks associates with each class of
capital. Based on recommendations of the directors, the Group
will balance its overall capital structure through the new share
issues and share buy-backs as well as the issue of new debt or
the redemption of existing debt.

32.

= A,
2VTIZI

FA T 4 o5 P

ENFANA=THIEFE

BEARERERE

AEBEREER  ARERASEASEREKE
ANFBEETNEE  RNTEBERAESR
A 2 S EEF & AT EEEE FRRS LR -
AEEZ ERERIRE FFE -

AEEZEABEBEREAARABRAESTAEA

e (R EBITRA - FEIAREBENAMAE
)
ARBPEEGFEENENER  ERENZ—

B BEEEEREARAREBALER 280
Ehﬁﬁ cRBEFEZER  AEEGEBEITHR

- ERERO RETHEXBERBREAAE - UF
1@]% BB

33.CAPITAL COMMITMENTS 33. BARIE
2009 2008
—EBhE —TTN\F
HK$°000 HK$'000
FExT FHIT
Capital expenditure in respect of property, BV - FE MR EE
plant and equipment and development R Rz RERAZ
costs for systems and networks EREBRTEY
authorised but not contracted for BEARRAX 89,700 109,512
34.0PERATING LEASE ARRANGEMENTS 4. REHELHE
The Group as lessee REBEREBEA
At the balance sheet date, the Group had future minimum lease REEH  AEEZRARERMERIEZT
payments payable under non-cancellable operating leases in AREEEHEENAREN 2 BERENKIEZ
respect of rented premises and motor vehicles which fall due as FIHERAT -
follows:
2009 2008
—EThE —ZZENF
Land and Motor Land and Motor
buildings vehicles buildings vehicles
T RIEF RE ti RAEF B
HK$°000 HK$°000 HK$'000 HK$'000
FEx FEx FHETT FHT
Within one year —FR 888 2,575 979 3,432
In the second to fourth years —EFENF 3,582 3,184 4141 3,592
4,470 5,759 5,120 7,024

Leases are negotiated for terms of one to four years and rentals
are fixed for terms of one to three years.

i“Tﬁ%ﬁ?ﬁZfﬂfiﬁ}%dﬂ*imﬁT\% - mEE TS
B—E2=F 2 FHER]
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34.0PERATING LEASE ARRANGEMENTS (Continued)
The Group as lessor
At the balance sheet date, the Group contracted with
tenants in respect of leasing of plant and machinery and
telecommunications networks which fall due as follows:

34. EHERHE @)
FEEERHBA
ReEEA  AREERRERE - #ERBEA
wERFEIAK - HBMBMT

2009 2008

ZETAF —EINF

HK$°000 HK$’000

FExT FHET

Within one year —FR 480 1,960
In the second to fifth years inclusive E_ZEhF(ERMEBEEN) 20,519 29,842
Over five years REFE 5,726 7,211
26,725 39,013

35.ACQUISITION OF A SUBSIDIARY
In September 2008, the Group acquired the entire issued

share capital of Good Holdings Limited for a consideration of
HK$328.6 million satisfied entirely by the issue of 620,000,000

shares of HK$0.1 each of the Company.

The net assets acquired at the date of acquisition was as

35. Y EE R B A Al
RZZTZENFNA - ANEEWHEGood Holdings
Limited & #0 B B 1TAR 4N - X (& /& 328,600,000
TG 2 H AR A R E17620,000,000 8% & i E E
0ABTLZ IR 2 AT o

RUEE B AT B E T

follows:
Total
Wi
HK$'000
FHT
Net assets acquired: i EEFE -
Deposits and prepaid development costs e RFEMFEKRA 328,600
Total consideration RRE 328,600
Satisfied by TRAR
— Shares of the Company (Note) —ARRAERD 328,600

The Group acquired Good Holdings Limited for the deposits and
prepaid development costs which it has paid for development
of gaming software and sports network systems, and hence the

acquisition was accounted for as an acquisition of asset.

Note:  The acquisition is satisfied by the issue of 620,000,000 ordinary
shares of the Company with par value of HK$0.1 each. The fair
value of the ordinary shares of the Company, determined using
the published price available at the date of the acquisition,

amounted to HK$328.6 million.
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RELATED PARTY TRANSACTIONS

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

36.

BHBEALZS
REER  AEERTERAMBEAR (FEER
5N BT THIRS -

2009 2008
ZEBhEF —TTN\F
HK$’000 HK$’000
FiET FHT
Nature of transactions R85
Fees paid by the Group to Champion ANE EIRA AR 5 A
for the provision of office premises and AR AERERER
facilities, and management services, ERRG 2 ER
on cost basis 100 100
Underwriting commission paid to ARG E
Champion in respect of rights issue mMEELz
of the Company BHMAE 1,251 -
1,351 100

37.

These transactions were carried out after negotiation between
the Group and the respective related parties. The fees paid for
the provision of office premises and facilities, and management
services were in accordance to the management agreement
entered into with Champion dated 20 December 1996, which
was renewed on 1 December 1999, 29 November 2002 and

1 November 2003 as well as other management agreements
entered into with a subsidiary of Champion dated 2 July 2002.
The underwriting commission was in accordance with the
agreement entered into with Champion dated 23 March 2009.

The key management personnel are the executive directors
of the Company and the five highest paid individuals. The
aggregate amount paid to them was HK$8,082,000 (2008:
HK$8,629,000) details of which are set out in note 9.

MAJOR NON-CASH TRANSACTIONS

(@) In prior year, the Group disposed of its deposits and
prepaid development costs of HK$72,540,000 in return for
equity interests in certain available-for-sale investments.

(b) During the year, the Group acquired a subsidiary for a
consideration of HK$328.6 million satisfied by the issue of
620,000,000 shares of HK$0.1 each of the Company.

37.

hERXFHAEERSEHBNBATEEET
EHRERARAEREREREEREMZ 2B
BIBER—AANET A -+t BETBELTY
Z2EBHH Y ER—NAANE+=A—RH =%
T-F+—A=Zt+hBR=ZEZT=F+—HA—H
EE RN -_TETE-_FtA-_AETE—HHBR
RIEIN 2 EME BRI RES - BEESTY
BEAEEANE=RA=-+=HHEBEITI %

x|
BEtE o

FEEBABDNARRIZWTEERAEREH
AT e WEBES 2 B4 458 58,082,000/ 7T
(ZZZT)\4 : 8,629,000/87T) * BEAFISEHAH
59

FEEREX S

(@ REFE  REB T E T R72,540,000%8
L2 EE REMBEERAE - LBRERE T
HHERE 2 RS -

FAAEBERE-RMERF - KESH

328,600,000/87T, * LAZ A F]#17620,000,000
PR EE BT 2 D 2 77 3 o
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38.PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 30 June 2009
and 30 June 2008 are as follows:

38. T EMEB AR
R-BEAEAA=+BER-_STNENA=F
B AARSTEMBARZSHENT :

Proportion of

Nominal value nominal value
Place of of issued of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
ZRAL/ BRTRAEE KRR
ARER Ry /EMES  BERTRAEGELA TEEH
SUBSIDIARIES
Aspire Management Limited British Virgin Islands Ordinary US$1,800,000 66.67% Investment holding
EREBRES EiBK—1,800,000%T RERR
Bingo Profits Limited British Virgin Islands Ordinary US$1 100% Investment holding
ERARRHE TERET RERR
China Sports Network Limited Samoa Ordinary US$1,000,000 100% Investment holding
EEGHE Lk —1,000,000% T RERR
Good Holdings Limited* Republic of Seychelles Ordinary US$50,000 100% Investment holding
EERANE A% —50,000% T RERR
Kantone (UK) Limited United Kingdom Ordinary £ 5,500,000 100% Investment holding
EL 3B —5,500,00058% RERR
Keen Pacific Limited* Samoa Ordinary US$1 100% Provision for treasury services
EETHE LRR—1ET RSB
M.C. Holdings Limited* Cayman lslands Ordinary £ 5,500,002 100% Investment holding
HEH5 LR 5500002585 RERR
Multitone Electronica Limitada Brazil Ordinary R$300,000 100% Distribution of
ER LSRR — 300,000& =M telecommunications
equipment
PEEREEM
Multitone Electronics PLC United Kingdom Ordinary £ 3,830,107 100% Investment holding, design
B LBk 3,830,107 8 and manufacture of paging
and telecommunications
equipment
RERR - Rt REEBTR
EE
Multitone Electronics Sdn. Bhd. Malaysia Ordinary MR285,000 100% Manufacturing of paging
BRED 31— 285 0005 KA LT equipment
EEEWE
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3. T EMBAR (&)

Proportion of

Nominal value nominal value
Place of of issued of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
Bl A BRTRAEE NG|, 43
DRER -3 JHMER  ERTRAEAELAH TERY
Multiton Elektronik GmbH Germany Ordinary € 1,022,584 100% Distribution of paging equipment
26 @K —1,022,58481 7 D HETFEN
Multitone Rentals Limited United Kingdom Ordinary £ 100 100% Leasing of paging systems
#H LR — 10085 BIFZGEE
Peak Vantage Limited* British Virgin Islands/ Ordinary US$1 100% Provision of treasury services
Macau TER—ET RESBURT
ABERRES/ 2N
Pearl Delta Inc* Samoa Ordinary US$1 100% Provision of treasury services
BETHS ETERET RESBURT
Shenzhen Hengyu Science PRC Ordinary RMB?24,000,000 100% Investment holding
and Technology Company i LBk — AR¥24,000,0007T REER
Limited*
BEERR (R BRAF
Smart (Macao Commercial Macau Ordinary MOP100,000 100% Provision of services, software
Offshore) Limited il LR —100,000279% licensing and trading
in telecommunications
equipment
AR - BHETER
BEBEEN
Success (Macao Commercial Macau Ordinary MOP100,000 100% Provision of consultancy
Offshore) Limited oA L3RR —100,000RM % services, research and
K CRPIBER AR development, and seling
BRAR activities
REBERRE - HERFR
MHEED
Zonal Care Incorporated* British Virgin Islands/ Ordinary US$2 100% Investments in e-commerce

*  Directly held by the Company

Macau
RERARES /2N

EER-2%n

#  Wholly owned foreign enterprise for a term of 20 years commencing

17 October 2003.

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

None of the subsidiaries had any debt securities subsisting at
30 June 2009 or at any time during the year.

* BARFEERH

projects
RAETHEER

* 2EINEGE FHE-TT=F+A+tAEH

20%F ©

ERABIZARBHB AR INERRRREHRBR
AEEAFEEREIEEAEBEEFEERR
DZMBRRF - BEERA  HWEEMHEBARZ
FE—HIIH - Al ERRRITR

EMBRARR _ZEZNFRNA=TBAFAER
R BB RS -
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RESULTS EF
Year ended 30 June
BEAAZTALEE
2009 2008 2007 2006 2005 2004 2003 2002 2001 2000
SEENE CEE\E CERHE ETE EERE CEENE EESE CEICE CRR-F CEREE
HK$'000  HK$000  HK$000  HKS000  HK$000  HK$000  HK$O000  HKS000  HK$000  HKS$000
Tén AT TAr TR TEr TEr TET AT TEn TEn
TURNOVER EEL] 1299684 1613048 1426505 1346804 1127326 1014640 81475 72230 699790 776432
PROFIT FROM ORDINARY ACTIMITIES  Bi#iaiR%E
BEFORE TAXATION E5 9]
Continuing operations excluding ReTEMEES LY
other operating expenses REOELEE 266,368 473710 466036 389774 276349 204049 12635 67,221 102668 135,008
Other operating expenses S (196999) (334904)  (55781)  (58104)  (1997)  (48840)  (15345)  (69727)  (5573)  (24440)
PROFIT BEFORE TAXATION B AR 69,369 138806 410255 331670 268352 155209 111,011 (2506)  970% 110618
TAXATION B8 (1,062)  (1822) (1) (115)  @e) @) (661 ) (8) ()
PROFIT FOR THE YEAR KERRA 68,307 136964 410254 331056 267928 154952 110350 (2578) 96,311 110,065
ATTRIBUTABLE TO: Pt
EQUITY HOLDERS OF THE ANARTER
COMPANY BEA 71,068 143010 412018 332700 267928 154867 110,340 (578) 96259 110188
MINORITY INTERESTS DHREES @761)  606)  (1764)  (1145) = % 10 . 5 (123)
68,307 136964 410254 331555 267928 154952 110,350 (2578) 96,311 110,065
DIVIDENDS KE 18,791 51728 120023 93,043 49,755 28731 13,326 - - -
ASSETS AND LIABILITIES EERERE
At 30 June
RRA=tA
2009 2008 2007 2006 2005 2004 2003 2002 2001 2000
SEENE CEE)\E CERHE CETE ETRE CEENE CE%CE CEICE CRR-E CEREE
HK$'000  HK$000  HK$000  HKS000  HK$000  HK$O000  HK$O000  HKS000  HK$000  HKS$'000
T AT TAr TR TEr  TEr TET AR TR TEn
TOTALASSETS EEAR 2995040 2545463 2406056 1923147 1393256 1064397 1022672 927409 849940 772644
TOTAL LIABILITIES BEAE 199517 256808 265643 238316 310423 237257 330506 338550 261059 279,723
SHAREHOLDERS' FUNDS Rx&s 2,795,523 2288655 2139413 1684831 1082833 827,140 692166 588859 588,881 492921
EQUITY ATTRIBUTABLE KAARKER
TO EQUITY HOLDERS OF BEAELER
THE COMPANY 2789377 2219155 2124524 1668550 1082740 827046 692156 588859 588,881 492,869
MINORITY INTERESTS DURRER 6,146 9,500 14,889 16,281 % o 10 - - 5
2,795,523 2288655 2139413 1684831 1082833 827,140 692166 588859 588,861 492921
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