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22 Notes to the Financial Statements

GENERAL

The Company is a public limited company incorporated in the Cayman Islands under
the Companies Law (Revised) Chapter 22 of the Cayman Islands as an exempted
company with its shares listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its ultimate holding company is Champion Technology Holdings
Limited (“Champion”),a company which was originally incorporated in the Cayman
Islands but re-domiciled in Bermuda during the year, and its shares are also listed on
the Stock Exchange.

The Company is an investment holding company. Its subsidiaries are principally
engaged in sales of general systems products, provision of services and software
licensing, leasing of systems products and investments in e-commerce projects.

ADOPTION OF NEW AND REVISED STATEMENTS OF
STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted, for the first time, a number of new and
revised statements of Standard Accounting Practice (“SSAP”s) issued by the Hong
Kong Society of Accountants. Adoption of these SSAPs has led to a number of
changes in the Group’s accounting policies. The revised accounting policies are set
out in note 3.In addition, the new and revised SSAPs have introduced additional and
revised disclosure requirements which have been adopted in these financial
statements. Comparative amounts and disclosures for the prior year have been
restated in order to achieve a consistent presentation.

The adoption of these new and revised SSAPs has resulted in the following changes
to the Group’s accounting policies that have affected the amounts and disclosures
reported for the current or prior periods.

Segment reporting

In the current year, the Group has followed the basis of identification of reportable
segments to that required by SSAP 26 “Segment reporting” Segment disclosures for
the year ended 30 June 2001 have been amended so that they are presented on a
consistent basis.

Provisions

SSAP 28 “Provisions, contingent liabilities and contingent assets” has introduced a
new framework for the recognition of provisions. Provisions are recognised when the
Group has an obligation as a result of a past event which is probable and will result
in an outflow of economic benefits that can be reasonably estimated. Provision has
been recognised based on the management’s best estimate of the present
obligation at the balance sheet date.
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ADOPTION OF NEW AND REVISED STATEMENTS OF
STANDARD ACCOUNTING PRACTICE - Continued

Goodwill

In the current year, the Group has adopted SSAP 30 “Business combinations”and has
elected not to restate goodwill previously eliminated against reserves. Accordingly,
goodwill arising on acquisition prior to 1 July 2001 is held in reserves and will be
charged to the income statement at the time of disposal of the relevant subsidiary or
at such time as the goodwill is determined to be impaired. Goodwill arising on
acquisition on or after 1 July 2001 is capitalised and amortised over its estimated
economic useful life, subject to a maximum period of 20 years.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention
and in accordance with accounting principles generally accepted in Hong Kong.The
principal accounting policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the
Group made up to 30 June each year.

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

All significant inter-company transactions and balances within the Group have been
eliminated on consolidation.

Goodwill

Goodwill represents the excess of the cost of acquisition over the Group's interest in
the fair value of the identifiable assets and liabilities of a subsidiary at the date of
acquisition.

Goodwill arising on acquisition prior to 1 July 2001 continues to be held in reserves
and will be charged to the income statement at the time of disposal of the relevant
subsidiary, or at such time as the goodwill is determined to be impaired.

Goodwill arising on acquisition after 1 July 2001 is capitalised and amortised on a
straight line basis over its economic useful life. Goodwill arising on the acquisition of
subsidiaries is presented separately in the balance sheet.

Revenue recognition
Sales of goods are recognised when goods are delivered and title has been passed.
Service income is recognised when the services are rendered.

Rental income, including rental invoiced in advance from assets under operating
leases, is recognised on a straight line basis over the relevant lease term.
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24 Notes to the Financial Statements (Continued)

SIGNIFICANT ACCOUNTING POLICIES - Continued

Revenue recognition - Continued

Distributions for the Group’s investments in e-commerce projects are recognised
when the Group’s right to receive the distributions has been established.

Interest income is accrued on a time basis by reference to the principal outstanding
and at the interest rate applicable.

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

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

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

Freehold land Nil

Leasehold land and buildings Over the shorter of the remaining
unexpired terms of the relevant leases
or 50 years

Plant and machinery and 10% - 50%

telecommunications networks

Assets held under finance leases are depreciated over their estimated useful lives on
the same basis as owned assets, or the terms of the leases, where shorter.

The gain or loss arising from disposal or retirement of an asset is determined as the
difference between the sale proceeds and the carrying amount of the asset and is
recognised in the income statement.

Leases

Leases are classified as finance leases when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned to the
Group. Assets held under finance leases are capitalised at their fair values at the date
of acquisition. The corresponding liability to the lessor, net of interest charges, is
included in the balance sheet as a finance lease obligation of the Group.The finance
costs, which represent the difference between the total leasing commitments and
the fair value of the assets acquired, are charged to the income statement over the
period of the relevant lease so as to produce a constant periodic rate of charge on
the remaining balance of the obligations for each accounting period.

All other leases are classified as operating leases and the rentals payable are charged
to the income statement on a straight line basis over the relevant lease term.
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3. SIGNIFICANT ACCOUNTING POLICIES - Continued

Investments in subsidiaries

Investments in subsidiaries are included in the balance sheet of the Company at
carrying value, less any identified impairment loss. Results of subsidiaries are
accounted for by the Company on the basis of dividends received or receivable
during the year.

Systems and networks
Systems and networks are stated at cost less amortisation and any accumulated
impairment losses.

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:

- anasset is created that can be identified (such as software and new processes);

it is probable that the asset created will generate future economic benefits; and
- the development cost of the asset can be measured reliably.

Development cost that cannot fullfil the above conditions is recognised as an
expense in the period in which it is incurred. Systems and networks that fullfil the
above conditions are amortised on a straight line basis over their estimated useful
lives, subject to a maximum of five years.

Investments in e-commerce projects
Investments in e-commerce projects are stated at cost less amortisation and any
accumulated impairment losses.

Investments in e-commerce projects represent the Group’s investment costs incurred
on internet-based business projects over which the Group receives distributions
from these projects based on an agreed percentage of the net revenue of each
project. The investment costs are written off using the straight line method over the
estimated life of the individual project from the date of commencement of
commercial operations subject to a maximum of five years.

Investments in securities
Investments in securities are recognised on a trade-date basis and are initially
measured at cost.

Investments other than held-to-maturity debt securities are classified as investment
securities and other investments.

Investment securities, which are securities held for an identified long term strategic
purpose, are measured at subsequent reporting dates at cost, as reduced by any
identified impairment loss.
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3. SIGNIFICANT ACCOUNTING POLICIES - Continued

Investments in securities — Continued
Other investments are measured at fair value, with unrealised gains and losses
included in the net profit or loss for the year.

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

Taxation

The charge for taxation is based on the results for the year after adjusting for items
which are non-assessable or disallowed. Certain items of income and expense are
recognised for tax purposes in a different accounting period from that in which they
are recognised in the financial statements.The tax effect of the resulting timing
differences, computed under the liability method, is recognised as deferred taxation
in the financial statements to the extent that it is probable that a liability or an asset
will crystallise in the foreseeable future.

Impairment

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.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.

Research and development costs

Research costs are charged to the income statement in the year in which they are
incurred. Development costs are charged to the income statement in the year in
which itis incurred except where a major project is undertaken and it is reasonably
anticipated that development costs will be recovered through future commercial
activity. Such development costs are deferred and written off over the life of the
project from the date of commencement of commercial operation subject to a
maximum of five years.

Foreign currencies

Transactions in foreign currencies are translated at the approximate rates ruling on
the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies are re-translated at the rates ruling on the balance sheet date. Gains and
losses arising on exchange are dealt with in the income statement.

On consolidation, the financial statements of the operations outside Hong Kong are
translated at the rates ruling on the balance sheet date. All exchange differences
arising on translation are dealt with in the translation reserve.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
Retirement benefit cost
Payments to defined contribution schemes are charged as expenses as they fall due.

The expected costs of providing pensions for a defined benefit scheme, as calculated
periodically by professionally qualified actuaries, are charged to the income
statement so as to spread the costs over the service lives of employees in the scheme
operated by the Group in such a way that the pension cost is a substantially level
percentage of current and expected future pensionable payroll.

TURNOVER AND SEGMENT INFORMATION

Turnover represents the net amounts received and receivable for goods sold and
services provided by the Group to outside customers and distributions received and
receivable from the Group's investments in e-commerce projects during the year.
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4. TURNOVER AND SEGMENT INFORMATION - Continued

(a) Business segments

For management purposes, the Group is

currently organised into four main

operating business - sales of general systems products, provision of services

and software licensing, leasing of system

s products and investments in

e-commerce projects. These businesses are the basis on which the Group

reports its primary segment information.

&R
Sales of Provision of
general  services and Leasing of Investments in
systems software systems e-commerce
products licensing products projects  Consolidated
HE—# RERER HERK EFHHR
RRER R ER FHZRE #e
HK$'000 HK$’000 HK$’000 HK$’000 HK$'000
TET TET THT THT THT
BECBECE Year ended 30 June 2002
RNAZHALEE
ExE TURNOVER
HIMAEBIA External and total revenue 632,380 42,048 41,867 6,065 722,360
£ | RESULTS
PEEE Segment result 96,492 (4,349) (5,432) (9,807) 76,904
ME YA Interest income 3,735
APEARRX Unallocated corporate expenses (2,753)
LEER Profit from operations 77,886
BB A Finance costs (14,552)
B AER Profit before taxation 63,334
HE Taxation (72)
REFEF Net profit for the year 63,262
RZEZ-£XA=+H  As at 30 June 2002
BE ASSETS
PEEE Segment assets 236,875 323,170 43,345 182,263 785,653
APEAREE Unallocated corporate assets 141,756
GRBEE Consolidated total assets 927,409
Ak LIABILITIES
PHEE Segment liabilities 42,562 9,321 14,548 50 66,481
APEAREE Unallocated corporate liabilities 200,190
RABEE Consolidated total liabilities 266,671
Rt &# OTHER INFORMATION
VENET Capital additions of property, plant
ZBRRE and equipment 7,469 1,638 2,472 - 11,579
REZEARE Capital additions of deposits - 83,797 - - 83,797
TEREH Depreciation and amortisation 22,827 20,561 6,254 29,644 79,286
HENE BE R Loss on disposal of property, plant
SEESR and equipment - - 209 - 209
HEFREMER Impairment loss recognised for
RESE investments in securities - - - 3,887 3,887
HEETHEEA Gain on disposal of interest in
a2 i e-commerce projects - - - 17,922 17,922
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4. TURNOVER AND SEGMENT INFORMATION - Continued

(a) Business segments - Continued

4. ERXRURSTREH =
(a) XBIW &=

Sales of Provision of
general services and Leasing of Investments in
systems software systems e-commerce
products licensing products projects Consolidated
HE—R REERBER REZH ETHE
ZRER TR Em HEZRE &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL FEL FEL TEL TEL
HE-TT-F Year ended 30 June 2001
RAZTRLESE
4] TURNOVER
HMNEERKA External and total revenue 609,240 41,522 46,703 2,325 699,790
£+ | RESULTS
NEEE Segment result 126,833 3,933 3,464 (17,882) 116,348
FEHA Interest income 4,951
AARDARE Unallocated corporate expenses (2,402)
R Profit from operations 118,897
B A Finance costs (16,229)
BR B AT Profit before taxation 102,668
BE Taxation (784)
RtV BRRES 2EF  Profit before minority interests 101,884
LYGRER Minority interests (52)
REEHF Net profit for the year 101,832
RZZZ—F,A=TH  Asat30June 2001
&E ASSETS
PEAE Segment assets 210,943 258,000 43,920 199,962 712,825
FOBMAFAEE Unallocated corporate assets 137,115
GEBEE Consolidated total assets 849,940
Rk LIABILITIES
HERRE Segment liabilities 40,124 11,221 12,621 - 63,966
FABMAFIEE Unallocated corporate liabilities 191,520
GRBEE Consolidated total liabilities 255,486
Rt EH OTHER INFORMATION
VEN T Capital additions of property, plant
ZERRE and equipment 10,902 3,205 3,618 - 17,725
Be ERRE Capital additions of deposits - 103,540 - 23,250 126,790
ETHBERERL Capital additions interest in
BRRE e-commerce projects - - - 8,138 8,138
FEREH Depreciation and amortisation 21,312 5,483 6,211 20,344 53,350
HENE BER Loss on disposal of property, plant
REER and equipment - - 399 - 399

Kantone Holdings LimitedAnnual Report 2002
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4. TURNOVER AND SEGMENT INFORMATION - Continued
(b) Geographical segments

The following table provides an analysis of the Group’s revenue by

geographical market, irrespective of the origin of the goods/services:

AR 2 AR ) -
Revenue by Profit (loss)
geographical segment from operations
BRWESEESZHA EERY (B8
Year ended 30 June Year ended 30 June
BEXRA=+THLEE BEXB=t+HLERE
2002 2001 2002 2001
i1 = Jomk 2 —TTE—F -1 = Jomk 2 —TT—
HK$’000 HK$'000 HK$’000 HK$'000
THET FHET THET FHET
hEE AR AR People’s Republic of China,
BIE including
B RIRM Hong Kong and Macau 457,895 441,516 99,230 100,031
B M Europe 222,369 224,449 (16,330) 16,510
=) Others 42,096 33,825 (5,014) 2,356
RE HBE Consolidated total 722,360 699,790 77,886 118,897

TREIAEE LR ETIS (if)
Blnz P REEREE AR
MEREFHERAREEZ

The following is an analysis of the carrying amount of segment assets, and

capital additions to property, plant and equipment, systems and networks,
and interest in e-commerce projects, analysed by the geographical location

to which the assets are located:

BERREDHN:
Carrying amount
of segment assets Capital additions
SEEEZIREE BEEFE
30.6.2002 30.6.2001 | 30.6.2002 30.6.2001
—B2=F —TT—F —ETCE T —F
~NA=+H ~A=+H ~NA=+H ~NA=+H
HK$’000 HK$'000 HK$’000 HK$'000
THT FHET THT FHET
PEAREAME: People’s Republic of China,
g including
B RIRM Hong Kong and Macau 595,822 533,442 83,819 135,036
BOM Europe 176,862 187,216 10,338 16,523
Hith Others 154,725 129,282 1,219 1,094
REHEE Consolidated total 927,409 849,940 95,376 152,653
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HtiESW\A 5. OTHER OPERATING INCOME
2002 2001
—ET=H T —F
HK$’000 HK$'000
THT F&T
THREWRAFEETY Included in other operating income is net investment
BN EL A A8 AN TA - income as follows:
SRITFERREFARIZF S Interest earned on bank deposits and balances 3,735 4,951
el FEEABEMIEE 2 Recovery of deposits paid in connection with
B R & i telecommunications projects written off in prior year - 9,000
wEaF 6. PROFIT FROM OPERATIONS
2002 2001
—ET=H T —F
HK$’000 HK$'000
THT F&T
BERENE NG Profit from operations has been arrived at after charging:
ZEMS (HFEEG)) Directors’ remuneration (Note (i) 2,449 7,231
B TR Staff costs 87,954 75,099
RORAE I ET &R (P 3 Gi)) Retirement benefit scheme contributions (Note (i) 3,845 2,625
B Tk A 4a 58 Total staff costs 94,248 84,955
BENETHEEEZKRE Amortisation of investments in e-commerce projects 29,644 20,344
B R G g Amortisation of systems and networks 16,554 -
TERBEDE BERRE Depreciation and amortisation of property, plant
and equipment
BEEE Owned assets 32,093 32,046
MEREEE Assets under finance leases 995 960
mEREHEE Total depreciation and amortisation 79,286 53,350
=B & Auditors’ remuneration 1,704 1,464
ERREFEE ZRA Cost of inventories recognised 469,827 430,760
RBEEHERNZ Minimum lease payments paid under operating leases
HEEEBIE: in respect of:
HEWZE Rented premises 2,127 2,008
2% KR Machinery and equipment 6,191 4,792
REGFA: and after crediting:
HEKSEREEMEHESKBA Rental income from leasing of machinery and equipment 41,867 46,703
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MBS ()

6. BERH =& 6. PROFIT FROM OPERATIONS - Continued
B 5 - Notes:
(i) FHEFHREARMEZEEH (i) Information regarding directors’ and employees’ emoluments
2002 2001
—eT-F —ETF
HK$’000 HK$'000
FHET FHET
= Directors
BUFRTEFZHE Fees to independent non-executive directors 44 40
BITER 2 HMENS - Other emoluments to executive directors:
HEREAMET Salaries and other benefits 1,802 2,460
RIERRERZ KS Performance related incentive payments - 4,500
RRIBFIFH BN Retirement benefit scheme contribution 603 231
2,449 7,231

B s R—ANNFEZAMB EF
EHER T 17,000,000 17 B
0.37128 T2 ERE - L SFERED R
—EE-F-AMBRK

BEx2ME (TREBREND) MTFT
5 g6 E

f —1,000,000/% 7T

1,500,001/ 7T —2,000,0007% 7T
2,000,001 7T — 2,500,000/ JT
4,500,001/ 7T — 5,000,000 7T

In addition to the above, on 4 February 1998, 17,000,000 share options of the Company
were granted to certain directors at an exercise price of HK$0.3712 per share.These
options were lapsed on 4 February 2001.

Emoluments of the directors, excluding the share option benefits, were within the
following bands:

Number of director(s)

EEAM
2002 2001
—EB=F —t ¥
Nil - HK$1,000,000 8 5
HK$1,500,001 - HK$2,000,000 - 1
HK$2,000,001 - HK$2,500,000 1 -
HK$4,500,001 - HK$5,000,000 - 1

&R
AEFEAUESHALRE-—E(ZF
TFME)ARAES EMESHE
BN EX-AEEEHOR (ZFF
FZR)ERFAL (LFARAzE
F) zBEnT:

B R E A
RIERBRERZ S
RIRAE TG BRI 5R

Employees

The five highest paid individuals of the Group included one (2001:two) director(s) of the
Company, details of whose emoluments are set out above.The emoluments of the
remaining four (2001:three) highest paid employees of the Group, not being directors of
the Company, are as follows:

2002 2001

—E2_F —TE—F

HK$’000 HK$'000

FTHET FAT

Salaries and other benefits 3,677 2,636
Performance related incentive payments 90 -
Retirement benefit scheme contribution 263 172
4,030 2,808




6.

EERY - =

B — 4

(i)

(i)

FTRESRERMeZRH &
IEEEZHMENFTHEE:

#%—1,000,0007% 7T
1,000,0017% 7T — 1,500,000/ 7T
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6. PROFIT FROM OPERATIONS - Continued

Notes: - Continued

(i)

Information regarding directors’ and employees’ emoluments - Continued
Emoluments of these employees were within the following band:

Number of employee(s)

[-1-PN
2002 01
—22_F —TE—F
Nil - HK$1,000,000 2 3
HK$1,000,001 - HK$ 1,500,000 2 -

iR ¢ F BB R

EREH A E
FEBNEBEFEETELEAEESR
RIEMERAKGFE -8B -_FTFTF+ =
R AEBREENBBEZLMAESE
KEE2EBHERES ([BES])
BN ABRERMBZREEFTE
RAEHNEREAEEZEESHER
AR Z LR SRS AT B Z 3R

RER B ZREERFHEIER (30
BReBAT (ZTT—F:2) 28
HiE) B12,0008 T (ZEE—F:
10,500/ 70) ©

E#1E T #
AEEBTETHBARRL-HEAT
B2 RIRABEFFT B Bl AT B Th R4
FHEERBSHEZ ERERKEFN &
EHHEZHRBRBRERENE - UAFH
FARFERAIRZIAAEEREE2ME
At &l

FrEIf R B R R IR - AUE G R K
ERAREENAEEZRFHARD
B ERDBBELERBEMBR=F
R ET BALEE TR E AR o Bl
ZHEDR-_EE-_F—HF—B#1T°
HEEERSAVE BRIV ABRE
ERE R RS HERS ZEME
RFEZBE - REBDREBRRASF
7'/4% - T ANERE AR A B F T194'4%:
WMARFBZ EiE-EHRIR—AA
+tFEMARBE Rt 2RFBHERIK
SIGREE2/%IEIE B BIREE A
BE 192 %

B EEGBERR FEZEETE
5161,483,0008 70 M SEEZIBE
BEAREEESGSREANZ69% - AEL
50,311,000 L2 R &8 RNIRBEE 2
B RS REER (A1 EEE) RB
ﬁo
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(ii)

Retirement benefit scheme contributions

Defined contribution scheme

The Group did not operate any retirement schemes covering their employees in Hong
Kong in previous years. Commencing from December 2000, the Group enrolled all eligible
employees in Hong Kong into a mandatory provident fund (the “MPF”) scheme.The
retirement benefit cost of the MPF scheme charged to the consolidated income statement
represents contributions to the MPF scheme by the Group at rates specified in the rules of
the MPF scheme.

During the year, retirement benefits scheme contributions paid, net of nil (2001: nil)
forfeited contributions, amounted to HK$12,000 (2001: HK$10,500).

Defined benefit scheme

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

Contributions to the scheme are charged to the income statement so as to spread the cost
of pensions over employees’ working lives with the Group.The contributions are
determined by a qualified actuary on the basis of triennial valuations using the projected
unit method.The most recent valuation was at 1 January 2002.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. It was assumed that the investment returns would be 7'/4% per annum, that
salary increase would average 4'/4% per annum with an addition for promotion increase,
that the guaranteed minimum pensions accruing after 5 April 1997 would increase at the
rate of 23/2% per annum and that price inflation would average 23/4% per annum.

The most recent actuarial valuation showed that the market value of the scheme’s assets
was HK$161,483,000 and that the actuarial value of these assets represented 69% of the
benefits that had accrued to members.The shortfall of HK$50,311,000 is to be cleared over
the estimated remaining service period of the current membership of 11 years.
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MBBRF 7. FINANCE COSTS
2002 2001
—EBECF —TT—F
HK$’000 HK$'000
THT FAT
& Interest on
RITREMEE Bank and other borrowings
—REFABHREE - wholly repayable within five years 14,001 15,523
—BARTFRNTBHEE - not wholly repayable within five years 227 283
MEMREZHMBER Finance charges on finance leases 324 423
14,552 16,229
R\ 8. TAXATION
2002 2001
—EBECF —TT—F
HK$’000 HK$'000
THT FHET
MIEXH (Ex) B1E: The charge (credit) comprises:
EAEMNEH Hong Kong Profits Tax 113 87
Efh AhAMR 2 BB Taxation in other jurisdictions (44) 701
69 788
EIEFTE (MfE26) Deferred taxation (note 26) 3 (4)
72 784

BENEBRTIARE BB Z BEHERH
i I 16% 2 TR G H - By BA M &
ZRBEDRERRDE RSB RA 2K

EHE-

ERRTREZ RASKTEERND &
FIELIER B BRE TIERE &8 B
FRMB BN SRR EAEMADEE
2.

REFIRERIAZ BN E26

Hong Kong Profits Tax is calculated at 16% on the estimated assessable profits
derived from Hong Kong.Taxation in other jurisdictions is calculated at the rates

prevailing in the respective jurisdictions.

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

jurisdictions.

Details of deferred taxation for the year are set out in note 26.
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9. EARNINGS PER SHARE

data:

Earnings for the purpose of calculating basic and
diluted earnings per share

2002
—EZ-F
HK$’000

THET

63,262

35

The calculation of the basic and diluted earnings per share is based on the following

2001
T —F
HK$’000
FiHET

101,832

Number of shares

B8 E
2002 2001
—EBE_F —ET—F
R BEERGRAFZ Weighted average number of shares for the purpose
InETFH R E R of calculating basic earnings per share 2,220,961,752 2,220,961,752
RIEAD R 2 BT EI A %77 Potential dilutive shares issuable under the Company’s
MEBEEEEZEZ2RHEE  share option scheme - 36,499,980
N EREEEREN 2 Weighted average number of shares for the purpose
INHE 9 B 1n 8 B of calculating diluted earnings per share 2,220,961,752 2,257,461,732

ARt E =R BN 2 k18 % EmR e E
ER—ET—F+—-A=1THZARK

R

HRAFEEYREEATHEZORITE
B LS ERAN Y EEETE-
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The weighted average number of ordinary shares for the purposes of calculating
earnings per share has been adjusted for the bonus issue on 30 November 2001.

There was no dilution effect on earnings per share as there were no dilutive potential
ordinary shares in issue in the current year.
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36 Notes to the Financial Statements (Continued)

10.PROPERTY, PLANT AND EQUIPMENT

Plant and
machinery
and tele-
Land and communications
THE GROUP buildings networks Total
*KE T REF BEREBZERENASE #at
HK$’000 HK$’000 HK$’000
TERT TET TERT
BFE CoSsT
RZZEZE—F+H—H At 1 July 2001 17,544 277,344 294,888
ER R Currency realignment 1,330 20,122 21,452
wNE Additions - 11,579 11,579
= Disposals - (15,534) (15,534)
RZZET=F A=A At 30 June 2002 18,874 293,511 312,385
& DEPRECIATION AND AMORTISATION
R-ZZET-FtH—H At 1 July 2001 3,241 199,720 202,961
ER R Currency realignment 227 15,503 15,730
FREE Provided for the year 379 32,709 33,088
& MR Eliminated on disposals - (15,224) (15,224)
RZZTZT=FA=+AH At 30 June 2002 3,847 232,708 236,555
RESE NET BOOK VALUES
RZZET=F A=A At 30 June 2002 15,027 60,803 75,830
R-BE—FXA=1H At 30 June 2001 14,303 77,624 91,927
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11.
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10.PROPERTY, PLANT AND EQUIPMENT - Continued

THE GROUP
5@
2002 2001
k-1 Jamk 5 —TT—F
HK$’000 HK$'000
TET FHET
AEBzMERREFEEFERE: The net book values of the Group'’s property interests comprise:
REBAIMNEEE Freehold properties held outside Hong Kong 13,917 13,155
AR M
REB MR RFE Properties held outside Hong Kong under long leases 1,110 1,148
RBRHZME
15,027 14,303
ZRERERE 2 HE R#SR Net book value of plant and machinery and
REMEE ZREFE telecommunications networks held under finance leases 1,978 12,991
AEBNEEREFABESEM The Group leases equipment to customers on operating
FTEPF EREMERE lease terms. The net book value of such equipment, which is
FEDBEERE REER included in plant and machinery and telecommunications
BAMAEA EZAFMT: networks, is as follows:
BEEM (RKAE) Customer equipment at cost 99,035 103,773
W REHHTE Less: Accumulated depreciation 80,893 78,039
IREFE Net book value 18,142 25,734

AEBR T _FXA=+HEDF
£/48,952,0008 L (2T —F:
7,932,000/ ) 2 & T L REFER

facilities granted to the Group.

BTYRIT FAEAKRERBZRITRE

ZHERe
MHEBLARZ®RE

FE LR 2 BRE(E

11.INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at carrying value

At 30 June 2002, land and buildings of the Group with a net book value of
HK$8,952,000 (2001: HK$7,932,000) were pledged to a bank as security for banking

THE COMPANY

2002
—EZ-F
HK$’000

THET

232,890

E 3]
2001
—TET—F

HK$'000
TET

232,890

FELTR 2 FREETD AR EE R — N
NARFEERENBARKASEEKE
BEH SMBARZREEEFERESE.

RABZEEMBRARANR-ZTT-FR

A=+ BZF BRI

Group under the group reorganisation in 1996.

37.
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The carrying value of the unlisted shares is based on the book values of the
underlying net assets of the subsidiaries at the time they became members of the

Details of the Company'’s principal subsidiaries at 30 June 2002 are set out in note
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12. B (BEF) B A RIRE 12. AMOUNTS DUE FROM (TO) SUBSIDIARIES
. 3/ THE COMPANY
ZEFAREER 2OREETER The amounts are unsecured, interest-free and have no fixed repayment terms.
Ho
RZTZZFA=1+B BEREK Included in amounts due from subsidiaries at 30 June 2002 is an amount of
M8 A B 5B 2 496,371,000 T (= F approximately HK$6,371,000 (2001: HK$7,555,000) which is subordinated to a bank
L —4:7,555,00087T) + JhE R —HR which granted credit facilities of approximately HK$68,480,000 (2001:
TEAREBRTRFART —HEWE HK$63,187,000) to a subsidiary during the year.

A R#)68,480,0008 7T (Z T —F:
63,187,000/870) 2 EERE -

13. R R @K 13.SYSTEMS AND NETWORKS
THE GROUP
*%E
2002 2001
—B2CF T —F
HK$’000 HK$'000
THT FAT
BEF COST
£ At beginning of the year 46,500 46,500
b7 i Transferred from deposits 129,828 -
F4h At end of the year 176,328 46,500
] AMORTISATION
REEBEREEEH Provided for the year and balance at end of the year 16,554 -
RS E NET BOOK VALUE
F#h At end of the year 159,774 46,500
AR BReER I kREREE NS Systems and networks include all direct costs incurred in setting up and
RANBREGRBE IEEENAR development of internet based knowledge systems and networks.The Group's
REBEZ ZFERBFIZERERBERE systems and networks are amortised over the estimated economic lives of the
HERE 2 Mat e BEFS (RZA0F) projects from the date of commencement of commercial operations subject to a

FLABEH - maximum of five years.
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14.INTEREST IN E-COMMERCE PROJECTS

39

THE GROUP
F£ME
2002 2001
—B2=F —TT—
HK$’000 HK$'000
THT F&T
BEF COST
£ At beginning of the year 148,219 140,081
bizg b dunl Transferred from deposits 65,875 -
FARE Additions during the year - 8,138
HE Disposal (3,294) -
Fit At end of the year 210,800 148,219
B AMORTISATION
£ At beginning of the year 20,344 -
RNEEEAE Provided for the year 29,644 20,344
F4h At end of the year 49,988 20,344
RERE NET BOOK VALUE
F4h At end of the year 160,812 127,875

AEBRE=ETUHBEREEFHE
HE -ZEhHE BN R20F ~5H
R EdHEEERE DR SEE 2 RA
FEE 2 E B D LR D ke Bt A K
BEREFHERA 2ESRERREH
Pk EE AR ZAHEESS (&

The Group has entered into agreements with third parties to invest in e-commerce
projects.These agreements have contract terms of 20 years over which the Group
has the right to receive distributions based on an agreed percentage of the net
revenue of each of these projects.The Group’s interest in these e-commerce projects
is therefore amortised over the estimated economic lives of the projects from the
date of commencement of commercial operations subject to a maximum of five

SREF) TR years.
15. 851Kk E 15.INVESTMENTS IN SECURITIES
THE GROUP
r 3|
Investment securities
REERS
2002 2001
—ZZT_F§ T —F
HK$’000 HK$'000
FHT FHT
IE LRI R A E Unlisted equity shares, at cost 3,887 3,887
B BRI ERE Less: Impairment loss recognised (3,887) -
- 3,887

FR AEERTEAEZRE AR
¥BEREMERRE BEERRE
[E5183,887,00078 T o
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During the year, the Group identified an indicator of impairment in association with
the business restructuring of the investee. As a result, an impairment loss of

HK$3,887,000 was recognised.
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16. ¥ & 16.DEPOSITS
BHENTHEEENZEE: Deposits were paid in connection with projects relating to the following:
THE GROUP
£ 3 |

2002 2001

—BB=F —TT—
HK$’000 HK$'000
THT FHET
R R s Systems and networks 162,692 208,723
RS Internet operations - 65,875
162,692 274,598

17. 88 17. INVENTORIES
THE GROUP
*%E

2002 2001

—BB=F —TT—
HK$’000 HK$'000
THT FHET
JR ¥ Raw materials 26,042 18,387
& m Work in progress 3,931 13,359
E Finished goods 15,431 18,880
45,404 50,626

i E B ERER 76,5168 7T (

—%:76,260/870) ' B A HIRFEN R

— ==

Included above are raw materials of HK$76,516 (2001: HK$76,260) which are carried
at net realisable value.



18. U5 5 & H fh iR %

18.TRADE AND OTHER RECEIVABLES

a1

RZTZZZHFXA=TH ERES K At 30 June 2002, the balance of trade and other receivables included trade
HAbBR R 2 48R B1579,883,000/8 7T receivables of HK$79,883,000 (2001: HK$81,413,000). The aged analysis of trade
(ZZZ—1:81,413,000/8 1) Z EUR receivables at the reporting date is as follows:
BN BRESRERNREBHZ
BRER DTN T :
THE GROUP
*%£E
2002 2001
—B2=F —ET—F
HK$’000 HK$'000
THT FAT
0—60H 0 - 60 days 63,780 75,494
61—90H 61 -90 days 10,006 3,031
91—180H 91 - 180 days 1,536 911
>180H > 180 days 4,561 1,977
79,883 81,413
REBERFARIEIEPEEHR The Group maintains a well-defined credit policy regarding its trade customers
BEHEERE RERERZIEE 17 dependent on their credit worthiness, nature of services and products, industry
AR R HISERM4EE T3021808 2 practice and condition of the market with credit period ranging from 30 to 180 days.
EEH-.

19. ¥R BITRFERRA®

19.DEPOSITS, BANK BALANCES AND CASH

THE GROUP THE COMPANY
*%E AT

2002 2001 2002 2001

k- =1 ek 3 —TT—F —EBHF T

HK$’000 HK$'000 HK$’000 HK$'000

THET FHET FHExT FH&T

BHEER Interest bearing deposits 136,021 135,960 - -
RITEFRES Bank balances and cash 23,527 11,055 6

159,548 147,015 6 6

Kantone Holdings LimitedAnnual Report 2002
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20. B S REHMIER
RIZEZ-_FNA=Z+H ENESK
EH A AR 2 #58a R B1E513,614,0008 7T

21.

MBS ()

20.TRADE AND OTHER PAYABLES
At 30 June 2002, the balance of trade and other payables included trade payables of
HK$13,614,000 (2001: HK$16,844,000). The aged analysis of trade payables at the

(ZET—1%1:16,844,0007 1) 2 Bt reporting date is as follows:
BHEX ENESERNREBHZ
BRER DTN T :
THE GROUP
*%E
2002 2001
—ETH T —F
HK$’000 HK$'000
THT FHET
0—60H 0 - 60 days 6,488 11,394
61—90H 61 -90 days 2,563 2,366
91—180H 91 - 180 days 3,754 2,389
>180H > 180 days 809 695
13,614 16,844
RERR 21.WARRANTY PROVISION
THE GROUP
*%E
2002 2001
—ETE T —F
HK$’000 HK$'000
THT FHET
R-ZEZE—F+H—H At 1 July 2001 1,669 3,595
EH AR Currency realignment 217 (241)
FRNEBE Provided during the year 3,588 1,324
FANEEA Utilised during the year (3,515) (3,009)
RZEZEZFAA=1+H At 30 June 2002 1,959 1,669

RERBEEEEZRBELBREEN
HEREEDZEEHL RIELEK
mETZNREARERIMEAEHE(F

e 2 JAERT

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.



22. Bt REEELAFRREA
FRERFAF
HERBARBEARELE

22. AMOUNT DUE TO ULTIMATE HOLDING COMPANY

The Group and the @mpary

The amount is unsecured and interest-free.

23.RITHEE 23.BANK BORROWINGS
THE GROUP
F£ME

2002 2001
k-1 ok —TT—F
HK$’000 HK$'000
THT F&T

RITEEBRFETIRIE: Bank borrowings comprise the following:
RITHEL Bank overdrafts 105,944 88,578
BERBBERENER Trust receipts and import loans 57,638 53,997
RB\ER Mortgage loan 3,462 3,584
RITER Bank loans - 5,000
167,044 151,159

BIER Ll FRTE ARITEE 11,052,000
BIL(ZEZE—1:8,524,000/87L) ' 2
A& E LABRH F (8 48,952,000 T
(ZZZT—%:7,932,000/870) 2+ K%
BFEE A

Included in above were bank borrowings of HK$11,052,000 (2001: HK$8,524,000),
which were secured by the Group’s land and buildings with a net book value of

HK$8,952,000 (2001: HK$7,932,000).

THE GROUP
*EE
2002 2001
—B2=F —TT—
HK$’000 HK$'000
THT FHET
RBITMSMEF B ZBITEE Bank borrowings bear interest at prevailing
ZBFERINTR market rates and are repayable as of follows:
HBHS—FNR On demand or within one year 164,050 147,942
—EMFEA Between one to two years 495 390
MERFA Between two to five years 1,664 1,330
RAFE Over five years 835 1,497
167,044 151,159
B —E R EE 2 5 Less: Amount due within one year shown
MEBBEBEZ SR under current liabilities (164,050) (147,942)
—FRIBreE Amount due after one year 2,994 3,217

Kantone Holdings LimitedAnnual Report 2002
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24 Htifg = 24.0THER BORROWINGS
THE GROUP
*%£E
2002 2001
—BB=F —TT—
HK$’000 HK$'000
THT FHET
HifEERARITHER The other borrowings represent block
EFEINT discounting loans and are repayable as follows:
—FR Within one year 11,481 6,720
—EMFR Between one to two years 9,375 8,263
MERFA Between two to five years 8,604 11,471
RAFRE Over five years 595 257
30,055 26,711
B —F AR I E 5 Less: Amount due within one year shown
MEBEZLHE under current liabilities (11,481) (6,720)
—FRIHr &8 Amount due after one year 18,574 19,991

25.

MEHERE 25.0BLIGATIONS UNDER FINANCE LEASES
THE GROUP
F£E
Present value
Minimum lease of minimum
payments lease payments
#HE HERE
RAE £ R &E AREZRFEE
2002 2001 2002 2001
—ETE —TT—F —EBEBCF —TT—F
HK$’000 HK$'000 HK$’000 HK$'000
THET FHET THET FHET
R B & FE & R AT HARS Amount payable under finance
iz &5: leases:
—FRA Within one year 1,098 1,787 908 1,503
—EMFEA Between one to two years 679 226 567 176
MEAFA Between two to five years 198 120 192 88
1,975 2,133 1,667 1,767
B B %5 B A Less: Finance charges (308) (366) - -
THERERKERE Present value of lease obligations 1,667 1,767 1,667 1,767
B —F A E BN B B E Less: Amount due within one year
MEBEZLE shown under current liabilities (908) (1,503)
—FERIHAzeE Amount due after one year 759 264




25.

MERERE - &
MEMNRBEIETATERIAREES R
BN ARLZH-AEBE &R
EUBAEETHE #EREMMA
HoMENEFHH ="FERFELS M
BREFHEEREIME (T —F:
9.08E) - FERERFTHWBHE S
TIREEENEEMN BEWER SRR
T BRI SR L HEe
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25.0BLIGATIONS UNDER FINANCE LEASES - Continued

Lease payments are fixed and no arrangements have been entered into for
contingent rental payments.The Group entered into finance leases to acquire certain
of its plant and machinery and telecommunications networks. The term of the
finance leases ranged from 3 to 5 years and the average effective borrowing rate was
9.34% (2001:9.08%). Interest rate was fixed at the contract date.The leases were on a
fixed repayment basis and no arrangement had been entered into for contingent
rental payments.

26.;EEREA 26.DEFERRED TAXATION
THE GROUP
*EE

2002 2001

—B2C-F —ET—F

HK$’000 HK$’000

THT FHET

FH &R Balance at beginning of the year 37 41
FNEB (ME8) Movement for the year (note 8) 3 (4)
FrEMER Balance at end of the year 40 37

FRAZEHHEARBHM 2B ITE
REEMBREATE R ZEM
Sl RGBT E-

REEE B REBATERARHRR 2
BeMERHBERBMBBENZTE
XHFrElRZ REFE-

R-ZBZ-FEXA=1+8 AE@EX
B 2 RIERIE & &= (5 4930,376,300
BT (ZEZT—%:23,616,000870) ' =
ZHAREVBREAZITEZ HBaR
MEMRTECHBIHERET
WBARZHMEBBMEELEZRHE A
RARBEHETE BB FZ= B e BAR K E
I BB BURE N ERELERIE
BEFE

REARSNEE B AR RN EEAR
B s EXNRLEREA
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The movement for the year comprises the taxation effect of the difference between
depreciation allowances claimed for tax purposes and depreciation charged in the
financial statements.

At the balance sheet date, deferred taxation represents the taxation effect of the
excess of depreciation allowances claimed for tax purposes over depreciation
charged in the financial statements.

At 30 June 2002, the Group had net unprovided deferred tax asset of approximately
HK$30,376,300 (2001: HK$23,616,000) relating primarily to the timing differences of
the excess of accounting depreciation charged in the financial statements over the
depreciation allowances claimed for tax purposes and taxation losses of certain
subsidiaries. The net deferred tax asset has not been recognised in the financial
statements as it is not certain that the benefit will be realised in the foreseeable
future.

There was no significant unprovided deferred taxation for the Company during the
year or at the balance sheet date.
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27. % 27.SHARE CAPITAL
HK$’000
THT
BREEC.10E T2 A ERA: Authorised share capital of HK$0.10 each:
RIZEZZE+ A B2 &EH Balance at 1 July 2000 80,000
AR Increase in share capital 220,000
RZZEZE—F R A=THRZZZ_F Balance at 30 June 2001 and 30 June 2002
NA=ZtTRZES 300,000
FREE0N0E T 2 B E1T RAUE R Issued and fully paid share capital of HK$0.10 each:
RIZEZEZFLA-B2H&EH Balance at 1 July 2000 37,016
B 4T AR 25 1 35 1T < AR 10 Issue of shares upon bonus issue 74,032
RZTT—FA=+TRHZ&EH Balance at 30 June 2001 111,048
AT AR T 3% M 3517 2 IR 19 Issue of shares upon bonus issue 111,048
RIZZFTEZFRA=ZTHZER Balance at 30 June 2002 222,096
BRER-_ZEZE-—FOA-+T=ART2 Pursuant to an ordinary resolution passed at an extraordinary general meeting dated
BREFHIAREG FBBERRARR" 23 April 2001, the authorised share capital of the Company was increased from
A B#E385%2,200,000,000 % F A% E {50.10 HK$80 million to HK$300 million by the creation of additional 2,200 million shares of
BT 2 IR 17 - £ E B 7K £380,000,000% HK$0.10 each.The Company'’s authorised share capital is 3,000,000,000 shares of
JL¥E 300,000,000/ Lo N QA B Z VA TE HK$0.10 each.
Ji% 75 %%3,000,000,000 A% & A% EI{E0.10/8
TTZBR1p
RZZEZE—F=A=_+/\H 588 On 28 March 2001, the Board of Directors proposed a bonus issue to the
BARZZEZE-—FMNA—+=HHEIRK shareholders of the Company on the register of members on 23 April 2001 on the
REMz RARREIREBEALRL EAER basis of two shares of HK$0.10 each of the Company for every share held by the
RNRABRREGFA — R 7T R AR shareholders of the Company.The bonus issue was approved at an extraordinary
FRMEE0.10/E T 2 RN R ARG < 4TI general meeting on 23 April 2001 and 740,320,584 shares of the Company of
RBER_ZZE-—FMNA-_+=HE/72 HK$0.10 each, credited as fully paid share capital, were allotted and issued to the
AR RS FERR A RNRFE shareholders of the Company on the register of members on 23 April 2001 by the
% 2T 74,032,058 BT HEE A capitalisation of the accumulated profits of HK$74,032,058.The new shares issued
MRZZEE—FNA=ZF+=HRIIBRRE rank passu in all respects with the existing shares in all respects.

Atz AR AR A A BR AR AE AT
fir 2%} #£77740,320,584 % BAXE{H0.10
BILZ AR EIRAD MR UL T BT 2 FT AR
NESITEEERERHEBRSER
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27. X & 27.SHARE CAPITAL - Continued
RZTZ—F+A=-+=H EFgE On 22 October 2001, the Board of Directors proposed a bonus issue to the
FARZZE—F+—A=1THBIR shareholders of the Company on the register of members on 30 November 2001 on
REMzARRRTRFLR HER the basis of one share of HK$0.10 each of the Company for every share held by the
RARRREBIHFE —RIRHAIER—& shareholders of the Company.The bonus issue was approved at an extraordinary
FRMEE.10EB T Z AR ARG ALK general meeting on 30 November 2001 and 1,110,480,876 shares of the Company of
RER_ZELZ—F+—A=THEMTZ HK$0.10 each, credited as fully paid share capital, were allotted and issued to the
RERFFRIRE EEAR R L& N A RE shareholders of the Company on the register of members on 30 November 2001 by
BAE R F111,048,0888 THEEE the capitalisation of the accumulated profits of HK$111,048,088.The new shares
KN AR _ZBE-—F+—-—R=+HAJ issued rank passu in all respects with the existing shares in all respects.

% 3R 2 it 2 AR R B A A BR BB IR AN
77 AR B K 3£971,110,480,876 I & %
B010BILZ ANABI R FTBIT 2 3
BOESHFEHARERNHZERSR

Ko

fm
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28. %W 28.RESERVES
Special Goodwill Translation Accumulated
reserve reserve reserve profits Total
WRIGR [k 451 ] BARR RiHas #H
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000
FHT THT FHT FHT FHT
5@ THE GROUP
RZZETELA—H At 1 July 2000 - (44,036) 4,279 495,610 455,853
RN £ BERE Exchange difference arising
FEEZERESR on translation of operations
outside Hong Kong - - (247) - (247)
KEEHF Net profit for the year - - - 101,832 101,832
HARKEE R (MiE27) Capitalisation for the bonus issue
(note 27) - - - (74,032) (74,032)
At 30 June 2001 and 1 July 2001 - (44,036) 4,032 523,410 483,406
RN EH 2z HERE Exchange difference arising
EEERZES on translation of operations
outside Hong Kong - - 3,022 - 3,022
KEFHF Net profit for the year - - - 63,262 63,262
RAREEB A (HEF27) Capitalisation for the bonus issue
(note 27) - - - (111,048) (111,048)
R-ZE-FEXA=TE At 30 June 2002 - (44,036) 7,054 475,624 438,642
e TN THE COMPANY
RZZEETFLA—H At 1 July 2000 195,874 - - 2,174 198,048
REEHA Net profit for the year - - - 75415 75415
RARKEE R (H:E27) Capitalisation for the bonus issue
(note 27) - - - (74,032) (74,032)
RZZTE-FXA=TH At 30 June 2001 and 1 July 2001 195,874 - - 3,557 199,431
R=ZZ—FtH—-H
KEEHF Net profit for the year - - - 120,176 120,176
RARIEE &AL (FiEE27) Capitalisation for the bonus issue
(note 27) - - - (111,048) (111,048)
R-EE-_FXA=+H At 30 June 2002 195,874 - - 12,685 208,559

5 Bl 4 BN AE AR A R1MBEM.C.Holdings
Limited }2Kantone Asia Limited Z H * 5%
MEARZEAEERAFEER—F
BHEE AN 2 IR E $0100,000,0007% JL £
RAR A EMKERETRN ZEEM

ERLAIS 2 E5-

The special reserve represents the difference between the book values of the
underlying net assets of M.C. Holdings Limited and Kantone Asia Limited at the date
on which the shares of these companies were acquired by the Company together
with the capitalisation of a shareholder’s loan of HK$100,000,000, and the nominal
amount of the Company'’s shares issued for the acquisition.



20. RIRAMBAFIREERBERB/ZR
®RHHER
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29.RECONCILIATION OF PROFIT BEFORE TAXATION TO NET

CASH INFLOW FROM OPERATING ACTIVITIES

2002 2001
—ET=H T —F
HK$’000 HK$'000
THET FHET
BB AT 7 Profit before taxation 63,334 102,668
ME-BRE REBITE Depreciation of property, plant and equipment 33,088 33,006
BisRxm R @s Amortisation of systems and networks 16,554 -
HBIHETHEEE I KRE Amortisation of investments in e-commerce projects 29,644 20,344
BITREMEE 2 A ST Interest on bank and other borrowings 14,228 15,806
MEMREZHMBER Finance charges on finance leases 324 423
FEHBA Interest income (3,735) (4,951)
MEWE BE RRETEE Loss on disposal of property, plant and equipment 209 399
HEETHEER a2 WE Gain on disposal of interest in e-commerce projects (17,922) -
HEFREMERZHEERE Impairment loss recognised for investments
in securities 3,887 -
EXREFHYARIEZ G Effect of foreign exchange rate changes
B8 on inter-company balances 1,192 2,332
FERL (5 Decrease (increase) in inventories 9,454 (161)
FEWE 5 R E BRI (3G ) R4 (Increase) decrease in trade and other receivables (29,370) 2,077
B E S REAMRZORD Decrease in trade and other payables (11,765) (9,682)
REBHER I O D) Increase (decrease) in warranty provision 73 (1,685)
FE fR 4T R A R IR R Decrease in amount due to ultimate holding company 911) (5,836)
KEEBISZ R FE Net cash inflow from operating activities 108,284 154,740
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31.

MBS ()

0. FARMEEH SR 30.ANALYSIS OF CHANGES OF FINANCING DURING THE
YEAR
Obligations
Trust Block under
receipts and discounting Mortgage finance Bank
import loans loans loan leases loans
Rt KR %8 MEHER id
REARR B B 2Rk B
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FHET FiET FiET FiET
RZZTTE+H—H At 1 July 2000 46,407 30,100 4,173 3,523 5,000
ER AR Currency realignment - (2,064) (266) (242) -
REEMEREFH Net cash inflow during the year 7,590 - - - -
MERCZER New loans raised - 19,765 - - -
RERER Repayments during the year - (21,090) (323) (1,514) -
RZZTZT—FA=+HK At30June 2001 and 1 July 2001 53,997 26,711 3,584 1,767 5,000
—EE-F+H—H
ERAE Currency realignment - 2,237 300 147 -
REEMEREFH Net cash inflow during the year 3,641 - - - -
MERCZER New loans raised - 9,922 - - -
REFER Repayments during the year - (8,815) (422) (2,415) (5,000)
PERRE 2 Hith Other movement not involving
(BH5E31) cash (note 31) - - - 2,168 -

RZZEZT=FA=+H At 30 June 2002 57,638 30,055 3,462 1,667 -
TEHRERH 31.MAJOR NON-CASH TRANSACTIONS
(a) RZZEZ—FWA=-_+=0"421 (@) On 23 April 2001, the Company issued 740,320,584 shares of HK$0.10 each to

AlE B REts 174,032,058 7T the shareholders of the Company as a bonus issue by capitalisation of

BIEBER MADARRET accumulated profits of HK$74,032,058.

740,320,584 H R E(E0.10/8 7T

Z R VE RALAR TR % o
(b) R=ZTZE—F+—A=+H ER (b) On 30 November 2001, the Company issued 1,110,480,876 shares of HK$0.10

AE B RFHEF]111,048,0887% each to the shareholders of the Company as a bonus issue by the capitalisation

TRIEER MAQARRET of accumulated profits of HK$111,048,088.

1,110,480,876 % & [ E {H0.10/8 7T

Z R VE RAL AR TR % o
() MAFE KREBGE TR (c) During the year, the Group entered into finance lease arrangements in respect

EARYAE 52,168,000 T 2 B E

ISR AMEE R

of assets with a total capital value of HK$2,168,000 at the inception of the leases.



o1

2. BlEREI&FHCERAN 32.ANALYSIS OF THE BALANCES OF CASH AND CASH
EQUIVALENTS
2002 2001
—ET=E —TT—F
HK$’000 HK$’000
THT F&T
Ey-RITEFERES Deposits, bank balances and cash 159,548 147,015
RITHEL Bank overdrafts (105,944) (88,578)
53,604 58,437
33. K RAR 33.CONTINGENT LIABILITIES
THE COMPANY
AT
2002 2001
—B2=F —TT—
HK$’000 HK$’000
THT FET
RIBAT B 2 EEREMR Guarantees given to banks and financial institutions
RIT R B EL 2 B in respect of credit facilities granted to subsidiaries 242,641 232,230
N ARR R —BRBARRE T 5 In addition, the Company and a subsidiary issued a guarantee and provided
—FMEBRAR 2 KRITHREE B indemnity in favour of an independent third party in respect of a block discounting
E=EFHERIEHBERZ HZE facility granted to another subsidiary and the amount utilised as at 30 June 2002 was
—EE_FRA=TRAEHAZEEH disclosed in note 24.
R KT FE240
REBEREEEBREMNERNRXAA The Group did not have any significant contingent liabilities at the balance sheet
f&e date.
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34. BEXRIE 34.CAPITAL COMMITMENTS
THE GROUP
KM@
2002 2001
bt 1o 3 =T
HK$’000 HK$'000
THT FAT
WEZERMAY: Capital expenditure in respect of investments:
B A AMEREN K Contracted for but not provided
RE R in the financial statements - 23,250
ME--BEREHEZERRL: Capital expenditure in respect of property, plant
and equipment:
BRI AN ERENTIK Contracted for but not provided
WmEPREE in the financial statements 43,360 816
EERBERGER Authorised but not contracted for 12,822 13,554
56,182 14,370
56,182 37,620

ARRBRAEE BB & AN AE-

35. EEHRAKIR
FREERFEA
REER AEEZREHHERYESR
B kBB N AEHEEEERRE
N2 EERENREZDNHABERNT:

The Company did not have any capital commitments at the balance sheet date.

35.0PERATING LEASE ARRANGEMENTS

The Group as lessee

At the balance sheet date, the Group had future minimum lease payments payable
under non-cancellable operating leases in respect of rented premises and machinery
and equipment which fall due as follows:

2002 2001
—ETE T —F

Machinery Machinery

Land and and Land and and

buildings equipment buildings equipment

T EigF 2% B 5% T REF s MR

HK$’000 HK$’000 HK$'000 HK$'000

THERT T#ET FHET FHET

R—%FR Within one year 238 2,980 1,252 3,576
MEAFA In the second

(EEMFREEA) to fifth years inclusive 2,385 5,796 2,032 4,112

2,623 8,776 3,284 7,688

Kpmr s HEFHh - ENF 15
MmAEES R —EWF 2 FHER -

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

one to four years.



35. EEHARE «
FREESHEA
REER AEBERBRE #ERER
MEmEBETIANH HEBANT:

35.0PERATING LEASE ARRANGEMENTS - Continued

The Group as lessor

53

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

2002 2001

—ET=E —TT—F

HK$’000 HK$’000

THT FET

R—%FR Within one year 5,439 2,590
MERFAN (BERMEBEEN) In the second to fifth years inclusive 11,583 6,475
17,022 9,065

36. HMBALES
REER AEERTE LM EA A
YHEITTIRS:

X5

AEERBEREME AR
EARAERERER
BRI EM

AEHRTE 2 HERF
BEEMESN
AEERABESTHBARLE
ELR - NN
AEERABEREMEBEAR
XN EREBEEEARE
Z %%

36.RELATED PARTY TRANSACTIONS

During the year, the Group has transactions with Champion and its subsidiaries as

follows:

Nature of transactions

Fees paid by the Group to Champion and
its subsidiaries for the provision
of office premises and facilities, and
management services

Purchases of telecommunications equipment
by the Group from subsidiaries of Champion

Sales of pagers and equipment by the Group
to subsidiaries of Champion

Service fees paid by the Group to Champion and
its subsidiaries for the provision
of internet related services

2002
—EZ-F
HK$’000

THET

1,200
214

128

2001
—ET &

—==

HK$'000
TET

1,200

1,369

WERSGHARBEEEARERREHE
BET FHREARLERERBRE
BRSPS 2 BRIYBER — R
FrZAZHHTZZEE RS (ER
—NNNF+ZA—BEHE) 2HEX
- BB B0 Bl A A il F1)E & AR E {E
ZHEEEF-ERARMEBBERBHMX
N2 RIS EBRIFME AN LRI LZ SR
R Z G R L
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These transactions were carried out after negotiation between the Group and the
respective related companies.The fees paid for the provision of office premises and
facilities,and management services were in accordance to the management
agreement dated 20 December 1996, which was renewed on 1 December 1999.The
sales and purchases were determined on a cost plus basis. The service fees paid for
the provision of internet related services were charged on terms similar to those

applicable to transactions with unrelated parties.
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37.XEMEBLT

37.PRINCIPAL SUBSIDIARIES

R-BZ-—GXA=+H ARAEE

BWBARZHEHT:

Name of company

Ak

Allum Resources
Limited*

Kantone Asia Limited*

Kantone (UK) Limited

Kontone Development
Limited

BRERARAA

M.C.Holdings Limited*

Multitone Electronica
Limitada

Multitone Electronics PLC

Multitone Electronics
Sdn. Bhd.

Multiton Elektronik
GmbH

Place of
incorporation/
operations

EEMEL IR R

British Virgin Islands/
People’s Republic
of China & Macau

HEHERRES/
HEARKAME
FoRPe

British Virgin Islands/
People’s Republic
of China & Macau

RBHM RS/
HEARKAME
FoRPe

United Kingdom
HE

Hong Kong
i
Cayman Islands

MEHS

Brazil
i}

United Kingdom
RE

Malaysia
ikt

Germany
=

Nominal value
of issued
share capital

ERTRFEE

Ordinary US$1
BT

Ordinary US$1
EFERk—1ET

Ordinary £ 5,500,000
@AY —5,500,000 H &2

Ordinary HK$2
TBlR—2ETT
Ordinary £ 5,500,002

@AY —5,500,002 2

Ordinary R$300,000
3@ ME—300,000B F B

Ordinary £ 3,830,107
3@ AY—3,830,107 H 6%

Ordinary MR285,000
T if—285,000 %5 2R FE TR T

Ordinary DM2,000,000
& 3fk—2,000,00055 7

Attributable

equity interest

to the Group
FRERGZERTES

100%

100%

100%

100%

100%

100%

100%

100%

100%

Details of the Company'’s principal subsidiaries at 30 June 2002 are as follows:

Principal activities

FREH

Trading in
telecommunications
equipment and products

BEEEASEM RER

Trading and distribution
of telecommunications
equipment and general
systems products

BERDHEAMEM
FR—MREREmM

Investment holding
REER

Provision of administrative
services

PR AT E RS

Investment holding
REER

Distribution of
telecommunications
equipment

DIEBAEEM

Investment holding, design
and manufacture of
paging and
telecommunications
equipment

REER Rt REE
B R BN

Manufacturing of paging
equipment
HEEEWEM

Distribution of paging
equipment
5 84 E T B3 4



37.XEMBLT - =

Name of company
NGEL

Multiton Elektronik
GmbH

Multitone Rentals Limited

Parsons Industrial
Corporation*

Regionport Limited*

Zonal Care Incorporated®

¥ HEREEEFNE

37.PRINCIPAL SUBSIDIARIES - Continued

Place of
incorporation/
operations

HMMAI EE R

Austria
B33 F|

United Kingdom
R

British Virgin Islands/
Macau

HBHERRER/
SRFT

British Virgin Islands/
Macau

HBHERRESR/
e

British Virgin Islands/
Macau

HBHERRER/
R

ERFAIZARBMBRRIIEEZER
BRI AB D A EREAFEE KE K
HEARBFEEEAS O ZMER
A-EBEFERERA WREMLHEBARZH
B—P5t Alg<ERBNRITR.

EMBARNR-_ZZE_FA=+TH
FREMERIEEAERER.
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*

Nominal value
of issued
share capital

ERTRFEE
Ordinary ATS500,000

EBIR—500,000E%

Ordinary £ 100
EiMAR—1003 85

Ordinary US$1
EWR—1%TT

Ordinary US$1
EFERk—ET

Ordinary US$1
EWR—1%TT

Directly held by the Company

Attributable

equity interest

to the Group
FREBEZEFER

100%

100%

100%

100%

100%

95

Principal activities

FEEH

Distribution of paging
equipment
5 85 {E T B3 M

Leasing of paging
systems
BT RGHEE

Trading and development of
systems products and
provision of services
and software licensing
TR IR TS R B 55 AT A

Provision of treasury services

RO BURS

Investments in
e-commerce projects
REETEmEEA

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 2002 or at any
time during the year.



