Notes to Financial Statements
31 December 2001

1. CORPORATE INFORMATION

During the year, the Group was involved in the distribution of computer hardware and software products and
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the provision of computer technology services and commenced the provision of broadband Internet

equipments, network security software and business software systems.

2. IMPACT OF NEW AND REVISED HONG KONG STATEMENTS OF STANDARD
ACCOUNTING PRACTICE

The following recently-issued and revised Hong Kong Statements of Standard Accounting Practice (“SSAPs”)
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and related Interpretations have been adopted for the first time in the preparation of the current year’s

financial statements:

o SSAP 9 (Revised) Events after the balance sheet date

o SSAP 14 (Revised) Leases

o SSAP 18 (Revised) Revenue

o SSAP 26 Segment reporting

o SSAP 28 Provisions, contingent liabilities and contingent assets
o SSAP 29 Intangible assets

o SSAP 30 Business combinations

. SSAP 31 Impairment of assets

o SSAP 32 Consolidated financial statements and accounting for

investments in subsidiaries

o Interpretation 12 Business combination — subsequent adjustment of fair values
and goodwill initially reported

o Interpretation 13 Goodwill — continuing requirements for goodwill previously

eliminated against/credited to reserves
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These SSAPs prescribe new accounting measurement and disclosure practices. The major effects on the
Group's accounting policies and on the amounts disclosed in the financial statements of adopting these SSAPs

and Interpretations are summarised as follows:

SSAP 9 (Revised) prescribes which type of events occurring after the balance sheet date require adjustments
to the financial statements, and which require disclosure but no adjustment. Its principal impact on these
financial statements is that a proposed final dividend which is not declared and approved until after the
balance sheet date, is no longer recognised as a liability at the balance sheet date, but is disclosed as an
allocation of retained profits on a separate line within the capital and reserves section of the balance sheet.
The prior year adjustment arising from the adoption of the revised SSAP 9 is detailed in note 11 to the

financial statements.

SSAP 14 (Revised) prescribes the basis for lessor and lessee accounting for finance and operating leases,
and the required disclosures in respect thereof. Certain amendments have been made to the previous
accounting measurement treatments. The revised SSAP 14 requirements have not had a material effect on the
amounts previously recorded in the financial statements, and therefore no prior year adjustments have been
required. The disclosure changes under the SSAP have resulted in changes to the detailed information
disclosed for finance leases and operating leases, as further detailed in note 29(b) to the financial

statements.

SSAP 18 (Revised) prescribes the recognition of revenue and was revised as a consequence of the revision to
SSAP 9 described above. Proposed final dividends from subsidiaries that are declared and approved by the
subsidiaries after the balance sheet date are no longer recognised in the Company’s own financial statements
for the year. The adoption of the revised SSAP 18 has resulted in a prior year adjustment, further details of

which are included in notes 10 and 27 to the financial statements.

SSAP 26 prescribes the principles to be applied for reporting financial information by segment. It requires
that management assesses whether the Group’s predominant risks or returns are based on business segments
or geographical segments and determines one of these bases to be the primary segment reporting format,
with the other as the secondary segment reporting format. The principal impact of the SSAP 26 is the
inclusion of significant additional segment reporting disclosures which are included in note 4 to the financial

statements.
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SSAP 28 prescribes the recognition criteria and measurement bases to apply to provisions, contingent
liabilities and contingent assets, together with the required disclosures in respect thereof, and has had no

major impact on these financial statements.

SSAP 29 prescribes the recognition and measurement criteria for intangible assets, together with the

disclosure requirements and has had no major impact on these financial statements.

SSAP 30 prescribes the accounting treatment for business combinations, including the determination of the
date of acquisition, the method for determining the fair values of the assets and liabilities acquired, and the
treatment of goodwill or negative goodwill arising on acquisition. SSAP 30 requires the disclosure of
goodwill in the non-current assets section of the consolidated balance sheet. It requires that goodwill is
amortised to the consolidated profit and loss account over its estimated useful life. Interpretation 13
prescribes the application of SSAP 30 to goodwill arising from acquisitions in previous years which remains
eliminated against consolidated reserves. The adoption of the SSAP and Interpretation has not resulted in a
prior year adjustment, for the reasons detailed in note 16 to the financial statements. The required new

additional disclosures are included in note 16 to the financial statements.

SSAP 31 prescribes the recognition and measurement criteria for impairment of assets. SSAP 31 is required
to be applied prospectively and therefore, has had no effect on amounts previously reported in prior year

financial statements.

SSAP 32 prescribes the accounting treatment and disclosures for the preparation and presentation of
consolidated financial statements, and has had no major impact on the preparation of these financial

statements.

In addition to the above new and revised SSAPs, certain minor revisions to SSAP 17 “Property, plant and
equipment” are effective for the first time for the current year’s financial statements. The only significant effect
of these revisions is that SSAP 17 requires that impairment losses on fixed assets are aggregated with

accumulated depreciation, whereas previously they would be deducted from the cost of the relevant asset.
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Basis of preparation

These financial statements have been prepared in accordance with Hong Kong Statements of Standard
Accounting Practice, accounting principles generally accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. They have been prepared under the historical cost convention,

except for the periodic remeasurement of certain fixed assets, as further explained below.
Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries for
the year ended 31 December 2001. The results of the subsidiaries acquired or disposed of during the year
are consolidated from or to their effective dates of acquisition or disposal, respectively. All significant

intercompany transactions and balances within the Group are eliminated on consolidation.
Subsidiaries

A subsidiary is a company whose financial and operating policies the Company controls, directly or

indirectly, so as to obtain benefits from its activities.

The Company’s interests in subsidiaries are stated at cost less any impairment losses.
Goodwill

Goodwill arising on the acquisition of subsidiaries represents the excess of the cost of the acquisition over the

Group's share of the fair values of the identifiable assets and liabilities acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated balance sheet as an asset and amortised on

the straight-line basis over its estimated useful life of a maximum period of 10 years.

In prior years, goodwill arising on acquisitions was eliminated against consolidated reserves in the year of
acquisition. The Group has adopted the transitional provision of SSAP 30 that permits goodwill on
acquisitions which occurred prior to 1 January 2001, to remain eliminated against consolidated reserves.

Goodwill on subsequent acquisitions is treated according to the new accounting policy above.
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Goodwill (continued)

On disposal of subsidiaries, the gain or loss on disposal is calculated by reference to the net assets at the
date of disposal, including the attributable amount of goodwill which remains unamortised and any relevant
reserves, as appropriate. Any attributable goodwill previously eliminated against consolidated reserves at the

time of acquisition is written back and included in the calculation of the gain or loss on disposal.

The carrying amount of goodwill, including goodwill remaining eliminated against consolidated reserves, is
reviewed annually and written down for impairment when it is considered necessary. A previously recognised
impairment loss for goodwill is not reversed unless the impairment loss was caused by a specific external
event of an exceptional nature that was not expected to recur, and subsequent external events have occurred

which have reversed the effect of that event.
Impairment of assets

An assessment is made at each balance sheet date of whether there is any indication of impairment of any
asset, or whether there is any indication that an impairment loss previously recognised for an asset in prior
years may no longer exist or may have decreased. If any such indication exists, the asset's recoverable
amount is estimated. An asset’s recoverable amount is calculated as the higher of the asset’s value in use and

its net selling price.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. An
impairment loss is charged to the profit and loss account in the period in which it arises, unless the asset is
carried at a revalued amount, when the impairment loss is accounted for in accordance with the relevant

accounting policy for that revalued asset.

A previously recognised impairment loss is reversed only if there has been a change in the estimates used to
determine the recoverable amount of an asset, however not to an amount higher than the carrying amount
that would have been determined (net of depreciation/amortisation), had no impairment loss been

recognised for the asset in prior years.

A reversal of an impairment loss is credited to the profit and loss account in the period in which it arises,
unless the asset is carried at a revalued amount, when the reversal of the impairment loss is accounted for in

accordance with the relevant accounting policy for that revalued asset.
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Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the

revenue can be measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and rewards of ownership have been transferred to
the buyer, provided that the Group maintains neither managerial involvement to the degree usually

associated with ownership, nor effective control over the goods sold;

(b)  from the rendering of services, including fixed price service contracts, based on the stage of completion
of the transaction, provided that this and the costs incurred, as well as the estimated costs to
completion can be measured reliably. The stage of completion of a transaction associated with the
rendering of such services is established by reference to the costs incurred to date as compared to the

total costs to be incurred under the transaction;

(c) maintenance income, on a time proportion basis over the period of the contract;

(d) interest income, on a time proportion basis taking into account the principal outstanding and the

effective interest rate applicable; and

(e)  rental income, on a time proportion basis over the lease terms.

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits within
capital and reserves in the balance sheets, until they have been approved by the shareholders in a general
meeting. When these dividends have been approved by the shareholders and declared, they are recognised

as a liability.

Interim dividends are simultaneously proposed and declared, because the Company’s bye-laws grant the
directors the authority to declare interim dividends. Consequently, interim dividends are recognised

immediately as a liability when they are proposed and declared.
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Dividends (continued)

In previous years, the Company recognised its proposed final dividends to shareholders, which were
declared and approved after the balance sheet date, as a liability in the balance sheet. The Company also
recognised the proposed final dividends of subsidiaries, which were declared and approved after the
balance sheet date, as income in its profit and loss account for the year. The revised accounting treatments
for dividends resulting from the adoption of SSAP 9 (Revised) and SSAP 18 (Revised), have given rise to prior
year adjustments in both the Group’s and the Company’s financial statements, further details of which are

included in notes 10, 11 and 27 to the financial statements.
Fixed assets and depreciation
Fixed assets are stated at cost or valuation less accumulated depreciation and any impairment losses.

The cost of an asset comprises its purchase price and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Expenditure incurred after fixed assets have been put into
operation, such as repairs and maintenance, is normally charged to the profit and loss account in the period
in which it is incurred. In situations where it can be clearly demonstrated that the expenditure has resulted in
an increase in the future economic benefits expected to be obtained from the use of the fixed asset, the

expenditure is capitalised as an additional cost of that asset.

Changes in the values of fixed assets are dealt with as movements in the asset revaluation reserve. If the total
of this reserve is insufficient to cover a deficit, on an individual asset basis, the excess of the deficit is
charged to the profit and loss account. Any subsequent revaluation surplus is credited to the profit and loss
account to the extent of the deficit previously charged. On disposal of a revalued asset, the relevant portion
of the revaluation reserve realised in respect of previous valuations is transferred to retained earnings as a

movement in reserves.
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Fixed assets and depreciation (continued)

Depreciation is calculated on the straight-line basis to write off the cost or valuation of each asset over its

estimated useful life. The principal annual rates used for this purpose are as follows:

Medium term leasehold land Over the remaining lease terms

Buildings 5%

Leasehold improvements 331/3% or over the lease terms, whichever is shorter
Furniture, fixtures and equipment 331/3%

Motor vehicles 331/3%

The gain or loss on disposal or retirement of a fixed asset recognised in the profit and loss account is the

difference between the net sales proceeds and the carrying amount of the relevant asset.

Leased assets

Leases that transfer substantially all the rewards and risks of ownership of assets to the Group, other than
legal title, are accounted for as finance leases. At the inception of a finance lease, the cost of the leased
asset is capitalised at the present value of the minimum lease payments and recorded together with the
obligation, excluding the interest element, to reflect the purchase and financing. Assets held under capitalised
finance leases are included in fixed assets and are depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of such leases are charged to the profit and loss account

so as to provide a constant periodic rate of charge over the lease terms.

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is the lessor, rentals receivable under the operating
leases are credited to the profit and loss account on the straight-line basis over the lease terms. Where the
Group is lessee, rentals payable under the operating leases are charged to the profit and loss account on the

straight-line basis over the lease terms.
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Research and development costs
All research costs are charged to the profit and loss account as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when the projects
are clearly defined; the expenditure is separately identifiable and can be measured reliably; there is
reasonable certainty that the projects are technically feasible; and the products have commercial value.

Product development expenditure which does not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less accumulated amortisation and any impairment losses and
are amortised using the straight-line basis over the commercial lives of the underlying products not exceeding

three years, commencing from the date when the products are put into commercial production.
Long term investments

Long term investments in unlisted equity securities, which are intended to be held on a continuing strategic

basis, are stated at cost less any impairment losses, on an individual investment basis.

Where impairments in values have occurred, the carrying amounts of the securities are reduced to their fair
values, as estimated by the directors, and the amounts of the impairments are charged to the profit and loss
account for the period in which they arise. When the circumstances and events which led to the impairments
in values cease to exist and there is persuasive evidence that the new circumstances and events will persist
for the foreseeable future, the amounts of the impairments previously charged are credited to the profit and

loss account to the extent of the amounts previously charged.

The gains or losses arising from impairments or reversals of impairments of such securities are credited or

charged to the profit and loss account in the period in which they arise.
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Inventories

Inventories are stated at the lower of cost and net realisable value after making due allowances for obsolete
and slow-moving items. Cost is determined on a first-in, first-out basis and, in the case of work in progress
and finished goods, comprises direct materials, direct labour and an appropriate proportion of overheads.
Net realisable value is based on the estimated selling prices less any estimated costs to be incurred to

completion and disposal.

Accounts receivable

The payment terms granted by the Group vary from project to project and may include cash on delivery,
advance payment and credit of 30 to 90 days from different stages of the projects. Trade receivables are
recognised and carried at original invoiced amount less provisions for doubtful debts which are recorded

when collection the amounts is no longer probable. Bad debts are written off as incurred.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of resources will be required to settle the obligation, provided

that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value at the
balance sheet date of the future expenditures expected to be required to settle the obligation. The increase in
the discounted present value amount arising from the passage of time is included in finance costs in the profit

and loss account.
Deferred tax
Deferred tax is provided, using the liability method, on all significant timing differences to the extent it is

probable that the liability will crystallise in the foreseeable future. A deferred tax asset is not recognised until

its realisation is assured beyond reasonable doubt.
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Foreign currencies

Foreign currency transactions are recorded at the applicable rates of exchange ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are
translated at the applicable rates of exchange ruling at that date. Exchange differences are dealt with in the

profit and loss account.

On consolidation, the financial statements of overseas subsidiaries are translated into Hong Kong dollars at
the applicable rates of exchange ruling at the balance sheet date. The resulting translation differences are

included in the exchange fluctuation reserve.
Retirement benefit schemes

The Group operates a defined contribution Mandatory Provident Fund retirement benefits scheme (the
“Scheme”) under the Mandatory Provident Fund Schemes Ordinance, for those employees who are eligible to
participate in the Scheme. The Scheme has operated since 1 December 2000. Contributions are made based
on a percentage of the participating employees’ basic salaries and are charged to the profit and loss account
as they become payable in accordance with the rules of the Scheme. The assets of the Scheme are held
separately from those of the Group in an independently administered fund. The Group’s employer

contributions vest fully with the employees when contributed into the Scheme.

The Group has joined a mandatory central pension scheme operated by the PRC government for its PRC
employees, the assets of which are held separately from those of the Group. Contributions made are based
on a percentage of the eligible employees’ salaries and are charged to the profit and loss account as they
become payable, in accordance with the rules of the scheme. The employer contributions vest fully once they

are made.
Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other
party or exercise significant influence over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common control or common significant

influence. Related parties may be individuals or corporate entities.
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Cash equivalents

For the purpose of the consolidated cash flow statement, cash equivalents represent short term highly liquid
investments which are readily convertible into known amounts of cash and which were within three months of
maturity when acquired, less advances from banks repayable within three months from the date of the
advance. For the purpose of balance sheet classification, cash and bank balances represent assets which are

not restricted as to use.

SSAP 26 was adopted during the year, as detailed in note 2 to the financial statements. Segment information
is presented by way of two segment formats: (i) on a primary segment reporting basis, by business segment;

and (ii) on a secondary segment reporting basis, by geographical segment.

The Group's operating businesses are structured and managed separately, according to the nature of their
operations and the products and services they provide. Each of the Group’s business segments represents a
strategic business unit that offers products and services which are subject to risks and returns that are

different from those of other business segments. Summary details of the business segments are as follows:

(a) the banking and finance systems integration services segment engages in the provision of systems
integration, software development, engineering, maintenance and professional outsourcing services

customised for banking and finance, telecommunications and public sector clients;

(b)  the software solution for banks and public sector segment concentrates on the banking, e-commerce

and public sectors with a business focus of e-business operations and online marketplaces; and

(c) the broadband Internet equipments, network security software and business software systems segment

specialises in Internet Protocol networking, Internet security and web-based television solutions.

In determining the Group’s geographical segments, revenues and results are attributed to the segments based

on the location of the customers, and assets are attributed to the segments based on the location of the assets.
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4.

SEGMENT INFORMATION (continued)

Intersegment sales and transfers are transacted with reference to the selling prices used for sales made to

third parties at the then prevailing market prices.

(a)

Business segments

The following tables present revenue, profit/(loss) and certain asset, liability and expenditure

information for the Group’s business segments.

Group Broadband
Internet
equipments,
network
Software security
Banking and solution  software and
finance systems for banks business
integration and public software
services sector systems  Eliminations Consolidated
@ 2001 2001 2001 2001 2001 )
HK$'000 HK$'000 HK$’000 HK$'000 HK$’000
Segment revenue:
Sales to external
customers 325,517 123,167 127,703 = 576,387
Intersegment sales 99 1,437 6,388 (7,924) -
Interest income 964 442 583 — 1,989
Other income 2,014 183 216 — 2,413
Total 328,594 125,229 134,890 (7,924) 580,789
Segment results (37,413) (11,592) 4,855 = (44,150)
Unallocated interest
income 820
Unallocated gains 243
Unallocated expenses (39,012)
Loss from operating
activities (82,099)
Finance costs (2,224)
Loss before tax (84,323)
Tax (333)
Loss before minority
interests (84,656)
Minority interests (4,152)
Net loss from
ordinary activities
attributable
to shareholders (88,808)
Ub
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4. SEGMENT INFORMATION (continued)

(a) Business segments (continued)

Group Broadband
Internet
equipments,
network
Software security
Banking and solution  software and
finance systems for banks business
integration and public software
services sector systems  Eliminations Consolidated
2000 2000 2000 2000 2000

HK$'000 HK$'000 HK$’000 HK$000 HK$’000

Segment revenue:
Sales to external

customers 362,107 55,140 — — 417,247
Intersegment sales 7,618 1,513 — (9,131) -
Interest income 1,526 127 — — 1,653
Other income 2,131 26 — — 2,157
Total 373,382 56,806 — (9,131) 421,057
Segment results 53,429 2,187 — — 55,616
Unallocated interest income 4,446
Unallocated gains 583
Unallocated expenses (39,392)
S Profit from operating
S activities 21,253
no: Finance costs (541)
i
o Profit before tax 20,712
= Tax (871)
=)
4
Z Profit before minority
. interests 19,841
Minority interests (1,628)

Net profit from
ordinary activities
attributable
to shareholders 18,213

TECHNOLOGY VENTURE HOLDINGS LIMITED
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4. SEGMENT INFORMATION (continued)

(a) Business segments (continued)
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Group Broadband
Internet
equipments,
network °
Software security >
Banking and solution  software and S
finance systems for banks business S
integration and public software .
services sector systems  Eliminations Consolidated m
@ 2001 2001 2001 2001 2001 | o
HK$'000 HK$'000 HK$’000 HK$'000 HK$’000 ;3'
o
Segment assets 195,220 90,231 195,873 (24,604) 456,720 S
Unallocated assets:
Long Term investment 51,081
Others 29,852
Total assets 537,653
Segment liabilities 67,627 66,498 70,949 (24,604) 180,470
Unallocated liabilities 59,364
Total liabilities 239,834

Other segment
information:
Cash and bank
balances included

in segment assets 60,309 13,033 3,256 — 76,598
Pledged time
deposits included
in segment assets 3,036 12,144 16,756 — 31,936
Depreciation and
amortisation (3,779) (2,587) (8,362) — (14,728)
Unallocated amounts (2,137)
(16,865)

Provison for
doubtful debts (23,697) (6,018) (4,165) — (33,880)

Other non-cash

expenses (236) (598) — — (834)
Unallocated amounts (59)
(893)

Capital expenditure (2,528) (2,643) (5,509) — (10,680)
Unallocated amounts (14)

(10,694)
,
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TECHNOLOGY VENTURE HOLDINGS LIMITED

Notes to Financial Statements

31 December 2001

4.

SEGMENT INFORMATION (continued)

(a) Business segments (continued)

Group Broadband
Internet
equipments,
network
Software security
Banking and solution  software and
finance systems for banks business
integration and public software
services sector systems Eliminations Consolidated
2000 2000 2000 2000 2000
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
Segment assets 310,640 58,783 — (22,761) 346,662
Unallocated assets:
Long term
investment 51,081
Others 75,542
Total assets 473,285
Segment liabilities 77,735 51,322 — (22,761) 106,296
Unallocated liabilities 23,597
Total liabilities 129,893
Other segment
information:
Cash and bank
balances
included in
segment assets 88,798 3,115 — — 91,913
Pledged time
deposits included
in segment assets 12,759 3,126 — — 15,885
Depreciation and
amortisation (2,649) (3,139) — — (5,788)
Unallocated amounts (909)
(6697)
Provision for
doubtful debts —
Other non-cash
expenses — (4,217) — — (4,217)
Unallocated amounts -
(4,217)
Capital expenditure (5,155) (9,278) — — (14,433)
Unallocated amounts (3,264)
(17,697)
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4. SEGMENT INFORMATION (continued)

(b) Geographical segments
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The following tables present revenue, profit/(loss) and certain asset and expenditure information for the

Group’s geographical segments.

Z
&
Group Asia Pacific =
Elsewhere other than %
Hong Kong in the PRC the PRC Eliminations Consolidated -
@ 2001 2001 2001 2001 200'D g
HK$'000 HK$'000 HK$’000 HK$'000 HK$’000 2
Segment revenue:
Sales to external
customers 40,960 521,809 13,618 — 576,387
Intersegment sales 6,760 99 709 (7,568) —
47,720 521,908 14,327 (7,568) 576,387
Segment results* (32,766) (49,851) 518 — (82,099)
Other segment
information:
Segment assets 244,824 323,623 18,170 (100,045) 486,572
Unallocated
amount:
Long term
investment 51,081
537,653
Cash and bank
balances included
in segment assets 38,047 59,033 29
Pledged time deposits
included in
segment assets 21,829 10,107 —
Capital expenditure 4,555 5,023 1,116

* disclosed pursuant to the requirements of the Listing Rules.
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4. SEGMENT INFORMATION (continued)

(b) Geographical segments (continued)

Group Asia Pacific
Elsewhere other than

Hong Kong in the PRC the PRC Eliminations Consolidated

2000 2000 2000 2000 2000

HK$'000 HK$'000 HK$'000 HK$'000 HK$’000

Segment revenue:

Sales to external

customers 40,721 376,526 = — 417,247
Intersegment sales 106 7,618 — (7,724) —
40,827 384,144 — (7,724) 417,247

Segment results* (8,215) 29,468 — — 21,253

Other segment
information:
Segment assets 328,310 324,164 — (230,270) 422,204
Unallocated
amount:
Long term
investment 51,081

473,285

Cash and bank

balances included

in segment assets 73,928 56,641 — — 130,569
Pledged time deposits
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included in
segment assefs 15,885 — — — 15,885
Capital expenditure 12,442 5,255 — — 17,697

* disclosed pursuant to the requirements of the Listing Rules.

TECHNOLOGY VENTURE HOLDINGS LIMITED
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5. TURNOVER AND INCOME

Turnover represents the net invoiced value of goods sold, after allowance for returns and trade discounts, and
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the value of services rendered. All significant intra-Group transactions have been eliminated on

consolidation.

>

z

An analysis of turnover and income is as follows: )%

=

T

m

Group 3

s N 3

2001 2000 N

HK$'000 HK$'000 =
Sale of goods 536,188 352,041
Provision of computer technology services 40,199 65,206
Turnover 576,387 417,247
Interest income 2,809 6,099
Management fee received from a related company — 235
Gross rental income 771 177
Gain on disposal of fixed assets — 453
Exchange gains, net 1,635 1,587
Sundry income 250 288
Other income 5,465 8,839
Total income 581,852 426,086
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TECHNOLOGY VENTURE HOLDINGS LIMITED

Notes to Financial Statements

31 December 2001

6.

PROFIT/(LOSS) FROM OPERATING ACTIVITIES

The Group's profit/(loss) from operating activities is arrived at after charging/(crediting):

e

2001 2000
HK$’000 HK$'000
Costs of inventories sold and services provided 485,653 316,198
Depreciation 8,327 4,895
Amortisation of goodwill — note 16 7,537 —
Provision for doubtful debts 33,880 —
Research and development costs:
Amortisation of deferred development costs 1,001 1,802
Current year expenditure = 1,210
Written off — 4,217
1,001 7,229
Minimum lease payments under operating leases
in respect of land and buildings 7,371 5,505
Auditors’ remuneration 918 1,106
Staff costs (excluding directors’ remuneration — note 7):
Salaries 66,567 25,983
Pension contributions 792 417
Mandatory provident fund contributions 825 56
68,184 26,456
Exchange gains, net (1,635) (1,587)
Loss/(gain) on disposal of fixed assets, net 893 (453)
Net rental income (710) (163)
Management fee received from a related company — (235)
Interest income (2,809) (6,099)
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6. PROFIT/(LOSS) FROM OPERATING ACTIVITIES (continued)

The cost of sales for the year ended 31 December 2001 include HK$19,032,000 (2000: HK$9,130,000),
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relating to direct staff costs and amortisation of deferred development costs, which are also included in the

respective total amounts disclosed separately above for each of these types of expenses for the year.

The amortisation of goodwill and provision for doubtful debts for the year are included in “Other operating

expenses” on the face of the consolidated profit and loss account.

7. DIRECTORS’ REMUNERATION AND THE FIVE HIGHEST PAID EMPLOYEES

1002 LHOd3H TVNNNY

The remuneration of the Company’s directors disclosed pursuant to the Listing Rules and Section 161 of the

Hong Kong Companies Ordinance is as follows:

Group
)
2001 2000
HK$’000 HK$'000
Fees:
Executive directors — —
Non-executive director 200 200
Independent non-executive directors 400 500
600 700

Other emoluments of executive directors:
Basic salaries, other allowances and benefits in kind

Mandatory provident fund contributions

070/07100
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7.

DIRECTORS” REMUNERATION AND THE FIVE HIGHEST PAID EMPLOYEES (continued)

The remuneration of the directors fell within the following bands:

Number of directors

(o)

2001 2000
Nil to HK$1,000,000 4 4

HK$1,000,001 to HK$ 1,500,000 1
HK$1,500,001 to HK$2,000,000 2 1
HK$2,500,001 to HK$3,000,000 — 1
HK$3,000,001 to HK$3,500,000 1 —
HK$4,000,001 to HK$4,500,000 — 1
8 9

The five highest paid employees included four (2000: five) directors during the year, details of whose

remuneration is set out above.

Details of the remuneration of the remaining sole (2000: Nil) non-director, highest paid

follows:

)
2001

HK$’000

employee are as

2000
HK$'000

Basic salaries, other allowances and benefits in kind

Mandatory provident fund contributions

1,140
13

1,153
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7.

DIRECTORS’ REMUNERATION AND THE FIVE HIGHEST PAID EMPLOYEES (continued)

During the year, 400,000 and 92,000 share options were granted to an executive director and the sole non-
director, highest paid employee, respectively, in respect of their services to the Group, further details which
are set out under the heading “Share option scheme” in the Report of the Directors on page 40 to 42. No

estimate value of such options has been charged to the profit and loss account as at the date of the grant.

There was no arrangement under which a director waived or agreed to waive any remuneration during the
year (2000: Nil). During the year, no emoluments were paid by the Group to the directors or the non-

director, highest paid employee as an inducement to join, or upon joining the Group, or as a compensation

for loss of office (2000: Nil).

A3LINIT SONIATOH 3HNLNIA ADOTONHOIL

1002 LHOd3H TVNNNY

In the opinion of the directors of the Company, the Group had no significant obligations for long service

payments to its employees pursuant to the requirements under the Employment Ordinance, Chapter 57 of the

Laws of Hong Kong, at 31 December 2001.

FINANCE COSTS

Group
)
2001 2000
HK$'000 HK$'000
Interest on trust receipt loans and bank overdrafts
wholly repayable within five years 2,124 404
Interest on finance leases 100 137

072/073 00
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9.

10.

TAX
Group
(o)
2001 2000
HK$'000 HK$'000
Current:
Hong Kong 2,276 472
Elsewhere (1,865) 999
411 1,471
Deferred — note 25 (78) (600)
Tax charge for the year 389 871
—

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the estimated assessable profits
arising in Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at the
rates of tax prevailing in the countries in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof. Tax recoverable represents provisional tax paid in excess of

the estimated tax liability of the Group.

IEREEHBEERMARADR (CEHEEE"), a subsidiary of the Company established in the PRC, was
exempted from PRC income tax for three years starting from the year ended 31 December 2001, and
thereafter is eligible for a 50% relief from income tax for the following three years under the Income Tax Law
of the PRC. The standard PRC income tax rate applicable to %t % 3@ is 15%. As a result of the exemptions,
S5 # 2B was exempted from the paying of income tax for the year ended 31 December 2001 and the years
ending 31 December 2002 and 2003, and the PRC income tax rate for the three years ending 31 December
2004, 2005 and 2006 is 7.5%.

NET PROFIT/(LOSS) FROM ORDINARY ACTIVITIES ATTRIBUTABLE TO SHAREHOLDERS

The net loss from ordinary activities attributable to shareholders dealt with in the financial statements of the
Company for the year ended 31 December 2001 was HK$105,493,000 (2000: net profit of
HK$14,889,000 as restated).



31 December 2001

The comparative amount for 2000 has been restated by a prior year adjustment resulting in a net debit of
HK$1,810,000 to the Company’s net profit for that year, and a credit of the same amount to the dividend
receivables in the Company’s balance sheet. The prior year adjustment reversed dividends from subsidiaries
which were declared and approved by the subsidiaries after the prior year’s balance sheet date, but which
were recognised by the Company as revenue in its financial statements for that year. The prior year
adjustment result in no change to the amount of retained profits as at 1 January 2000. This change in
accounting policy has arisen from the adoption of revisions to SSAP 18, as further detailed in notes 2 and 27

to the financial statements.

The effect of this change in accounting policy on the Company’s net loss for the current year, was to increase
the net loss by HK$1,810,000 to HK$105,493,000, as disclosed above, representing the effect of the prior
year adjustment of HK$1,810,000 in respect of the dividends declared by the subsidiaries after the prior

year’s balance 