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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 subsequently re-domiciled
to Bermuda, 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, investments in e-commerce projects and holding strategic
investments in advanced technology product development
companies.

Since 2004, the Hong Kong Institute of Certified Public Accountants
(the “HKICPA") issued a number of new or revised Hong Kong
Accounting Standards and Hong Kong Financial Reporting
Standards (“HKFRSs”) and Interpretations (hereinafter collectively
referred to as the “new HKFRSs”) which are effective for
accounting periods beginning on or after 1 January 2005 except for
HKFRS 3 “Business Combination”. The Group has not early
adopted these new HKFRSs in the financial statements for the year
ended 30 June 2005.

HKFRS 3 is applicable to business combinations for which the
agreement date is on or after 1 January 2005. The Group has not
entered into any business combination for which the agreement
date is on or after 1 January 2005. Therefore HKFRS 3 did not have
any impact on the Group for the year ended 30 June 2005.

The Group has commenced considering the potential impact of
other new HKFRSs but is not yet in a position to determine whether
these new HKFRSs would have a significant impact on how its
results of operations and financial position are prepared and
presented. These new HKFRSs may result in changes in the future
as to how the results and financial position are prepared and
presented.

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.
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Basis of consolidation (Continued)

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, but before 1
January 2005, 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.

Income from licensing is recognised when the relevant licensing
agreements are formally concluded.

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

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

Interest income 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.

Income from investments where the Group is contracted to receive
a pre-determined minimum sum over a period of time is allocated
to accounting periods so as the reflect a constant periodic rate of
return on the net investment in these investments.
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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.

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.
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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:

- an asset 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 which are developed and fullfil the above
conditions are amortised on a straight line basis over their estimated
useful lives, subject to a maximum of five years. Where the
recoverable amount of systems and networks has declined below
their carrying amount, the carrying amount is reduced to reflect the
decline in value.

Systems and networks that are not yet available for use are stated at
cost less any accumulated impairment losses. Impairment testing is
performed at least annually.

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 it is 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.

Investments in e-commerce projects

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 or a pre-
determined guaranteed return over a fixed period of time. Payments
receivables each year for projects with pre-determined guaranteed
return are apportioned between income and reduction of the
carrying value of the investments so as to reflect a constant periodic
rate of return on the net investment in these e-commerce projects.
Where the estimated recoverable amount of these investments falls
below their carrying amount, the carrying amount of the
investments, to the extent that it is considered to be irrecoverable,
is written off immediately to the income statement.
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Investments
Investments are recognised on a trade-date basis and are initially
measured at cost.

Investment securities without guaranteed return
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 impairment loss that is other than
temporary.

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

Investments with guaranteed return

Certain investments represent the Group’s investment costs over
which the Group receives distributions from the investees or other
parties on a pre-determined guaranteed return over a fixed period
of time. Payments receivables each year for investments with pre-
determined return are apportioned between income and reduction
of the carrying value of the investments so as to reflect a constant
periodic rate of return on the net investment.

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

Convertible bonds
Convertible bonds are regarded as liabilities unless conversion
actually occurs.

The costs incurred in connection with the issue of convertible
bonds are charged immediately to the income statement.

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

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

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and liabilities in
the financial statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and deferred tax
assets are recognised to the extent that it is probable that taxable
profit will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill or from
the initial recognition (other than in a business combination) of
assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.
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Taxation (Continued)

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

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

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

Impairment

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

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, so that the increased carrying amount does
not exceed the carrying amount that would have been determined

had no impairment loss been recognised for the asset in prior years.

A reversal of an impairment loss is recognised as income
immediately.

Foreign currencies

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.

In preparing the consolidated financial statements, the results of
operations outside Hong Kong are translated using the average
exchange rates for the year. The assets and liabilities of the
operations outside Hong Kong are translated using the rates ruling
on the balance sheet date. On consolidation, any differences arising
on translation of operations outside Hong Kong are dealt with in the
translation reserve.
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Retirement benefit cost
Payments to the Group’s defined contribution retirement benefit
schemes are charged as expenses as they fall due.

For the Group’s defined benefit retirement benefit schemes, the
cost of providing benefits is determined using the projected unit
credit method, with actuarial valuation being carried out at each
balance sheet date. Actuarial gains and losses which exceed 10%
of the greater of the present value of the Group’s pension
obligations and the fair value of scheme assets are amortised over
the expected average remaining working lives of the participating
employees. Past service cost is recognised immediately to the
extent that the benefits are already vested, and otherwise is
amortised on a straight line basis over the average period until the
amended benefits become vested.

The amount recognised in the balance sheet represents the present
value of the defined benefit obligation as adjusted for unrecognised
actuarial gains and losses and unrecognised past service cost, and

as reduced by the fair value of scheme assets.

Turnover represents the net amounts received and receivable for
goods sold and services provided by the Group to outside
customers, licensing fees received and receivable and distributions/
dividend received and receivable from the Group’s investments in
e-commerce projects and strategic investments during the year.
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(@) Business segments

For management purposes, the Group is currently organised
into five main operating business — sales of general systems

products, provision of services and software licensing, leasing
of systems products, investments in e-commerce projects and
holding strategic investments in advanced technology product

development companies. These businesses are the basis on

BRREERAR —ERAEER

(a) ¥B9E
BHBER AEBZEBRS AR
AERBEXHE—HE—RERE
o SRR MBS RTE B RS
Em EFHEIEE 2RE UERE
B EmAE QRS E R IERE -

SR AREEE

2HRERZ

which the Group reports its primary segment information. HEE.
Sales of  Provision of Investments
general services and  Leasing of in
systems software systems e-commerce Strategic
products licensing products projects investments Consolidated
HE-R  RERER HEZG ETHE
RHER  BHEHE ER HEEZRE XEiRE &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT Titm Ttn T T T
Year ended 30 June 2005 BZ-EERE
AAZTHLEEE
TURNOVER Exm
External and total revenue HIMEE KB 742,549 353,463 10,999 8,572 11,743 1,127,326
RESULTS £
Segment result PEEE 82,358 175,711 3,328 8,269 3,615 273,281
Interest income ISV ON 6,692
Unallocated corporate expenses ~ APEAAHX (2,570)
Profit from operations MR 277,403
Finance costs BBRA (9,051)
Profit before taxation BRHt AR 268,352
Taxation HE (424)
Net profit for the year KERMT 267,928
As at 30 June 2005 R-ZZHEEXA=1H
ASSETS BE
Segment assets DEEE ‘ 892,998 121,867 7,436 85,633 145305 1,253,239
Unallocated corporate assets APMAREE 140,017
Consolidated total assets DRBEE 1,393,256
LIABILITIES 8%
Segment liabilities PEAE 129,047 34,942 7,743 8,580 - 180,312
Unallocated corporate liabilities ~ APEARERE 131,961
Consolidated total liabilities TeBakE 312,273
OTHER INFORMATION HirgE s
Capital additions of property, EN S
plant and equipment BARARE 5,801 1,772 389 = = 7,962
Capital additions of deposits e ZERRE 288,600 - - - = 288,600
Depreciation and amortisation WE R 11,402 60,034 764 - - 72,200
Loss on disposal of property, HENE BERLRE
plant and equipment IR 123 = = = = 123
Impairment loss recognised for  SHEEFER ZRESE
investments - - - - 7,997 7,997
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(a) Business segments (Continued) () ¥¥5E (@)
Sales of  Provision of Investments
general servicesand  Leasing of in
systems software systems  e-commerce Strategic
products licensing products projects  investments  Consolidated
HE—H  RERBR MEZAG BFHEE
Z0ER  RMETE Em HEEZRE  FRUERE e

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TEL TEL TEL THET THET

Year ended 30 June 2004 HEZZTNE
NAZTHLFE

TURNOVER 2
External and total revenue HIMEE RBIA 683,483 308,454 17,353 5,350 - 1,014,640
RESULTS ES
Segment result NEEE 43537 118,146 8,253 (8,116) - 161,820
Interest income FIBHA 4971
Unallocated corporate expenses — AABARIRY (2,098)
Profit from operations A=y 164,693
Gain on disposal of a subsidiary ~ HEMBAR IS 18
Finance costs BB A (9,502)
Profit before taxation FREt AT 155,209
Taxation BE (257)
Profit before minority interests Rt VER RS 2R 154,952
Minority interests VYRR R (85)
Net profit for the year AERAT 154,867
As at 30 June 2004 RZZZWERA=1H
ASSETS BE
Segment assets N8 éF 668,270 85,633 12,140 97,092 122,296 985,431
Unallocated corporate assets FOBEAREE 78,966
Consolidated total assets GREBEE 1,064,397
LIABILITIES afs
Segment liabilities NEAE 112,300 27,092 11,816 - - 151,208
Unallocated corporate liabilities ~ APEAAERE 86,049
Consolidated total liabilities TREEE 237,257
OTHER INFORMATION HfpEH
Capital additions of property, v EN =S

plant and equipment EARE 5,382 1,322 566 = = 7,270
Capital additions of deposits BEZERRE 136,500 - - - - 136,500
Capital additions of systems

and networks ZERBRZERRE 132,600 - - - - 132,600
Depreciation and amortisation WEREH 11,692 86,254 4,479 = = 102,425
Loss on disposal of systems and

networks HERRRBE 2 EE - 36,091 - - - 36,091
Loss on disposal of property, HEMSE BE kil

plant and equipment ZE#B 93 - - - - 93

Impairment loss recognised for HETHRERFER
interest in e-commerce projects  ZREEE - = = 12,749 = 12,749
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EFBREBERAR —BRRRFFRH

(b) Geographical segments (b) HESE
(i)  The following table provides an analysis of the Group’s ()  TFREIREBIZMETiSE
revenue by geographical market, irrespective of the DZWAD (Tem &, RIE
origin of the goods/services: 2R -
Revenue by Profit
geographical segment from operations
BHESBE S ZBWA el preyil
Year ended 30 June Year ended 30 June
HERNA=THLEE BEAA=THLEE
2005 2004 2005 2004
“EERE ZTTNE “EERE —ZTTEF
HK$’000 HK$'000 HK$’000 HK$'000

TERT THT TERT

THT

People’s Republic of China, hEARERME:
including Hong Kong and BEEER
Macau R 711,207 652,369 218,512 113,342
Europe BUM 308,843 282,276 38,309 41,235
Others Hitb 107,276 79,995 20,582 10,116
Consolidated total IRA BT 1,127,326 277,403 164,693
(i)  The following is an analysis of the carrying amount of (i) FRESIAREE R & T5E
segment assets, and capital additions to property, plant DZOEEAEREE AEY
and equipment, systems and networks, interest in ¥ WEREE R kA% E
e-commerce projects and strategic investments in TREEBERARREEH
advanced technology product development companies, EmRAEARZRIEERE 2
analysed by the geographical location to which the assets BARRE DT
are located:
Carrying amount
of segment assets Capital additions
PEEEZREE EXRRE
30.6.2005 30.6.2004 30.6.2005 30.6.2004
“EERE ZTTNE “EERE —ZTTEF
ABA=+H ~A=1+H AB=+H ~NA=1H
HK$’000 HK$'000 HK$’000 HK$'000
TER FAT TiER FAT
People’s Republic of China, HhEARARE
including Hong Kong and BEEBR
Macau P! 762,486 453,562 32 132,630
Europe BUM 140,163 137,759 269 6,465
Others Hoh 490,607 473,076 296,261 137,275
Consolidated total A 1,393,256 296,562 276,370
Included in other operating income is interest income of F 28U A 6,692,000/ 70 (ZEZ Y F -

HK$6,692,000 (2004: HK$4,971,000). 4,971,000 7) Jh5I AR Ah AL E U A A »
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In 2004, the Group transferred its interest in certain systems and
networks with an aggregate carrying value of HK$158,387,000 to
various investment holding companies and in return obtained equity
interests in these investment holding companies. The fair values of
these investments in securities of HK$122,296,000 were estimated
based on expected cash flows projection from such investments
resulting in a loss on disposal of HK$36,091,000.
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R-ZZWE AEEBEARER
158,387, 0008 TLINE T R4t R84k 2 #em
ERESRIRERRAR YRBHERE
PERR A B 2 AR SR E AR 3R o I FRE 1%
B2 NFER122,296,000/E 7T J5iRTEH
REZEKREZREREMMG BREE
i &£ E54836,091,000/8 7t °

2005 2004
—EEHE —TTME
HK$’000 HK$'000
T THT
Profit from operations has been arrived KO A 2 IR
at after charging:
Directors’ remuneration (Note) EE5ME (FisE) 726 179
Staff costs B TR 86,278 81,292
Actuarial losses recognised ERRZIEEER = 446
Retirement benefit scheme contribution BB FIFT B 7,540 3,634
Total staff costs B TR AN 42 %8 94,544 85,551
Amortisation of systems and networks R R A8 2 5H 56,585 83,330
Depreciation and amortisation of M- -BEREEZITER
property, plant and equipment o
Owned assets HEBE 15,584 19,029
Assets under finance leases REHEEE 31 66
Total depreciation and amortisation e NS4 E 72,200 102,425
Auditors’ remuneration % EREM B & 1,550 1,820
Cost of inventories recognised BEERTE KA 561,918 553,173
Loss on disposal of property,
plant and equipment HEWE HE RE&E BB 123 93
Minimum lease payments paid under RRGEHEE N e HERE
operating leases in respect of: BIE:
Rented premises e 1,538 2,181
Machinery and equipment W28 2845 1,479 1,546
and after crediting: REEFA:
Rental income from leasing of
machinery and equipment THEHEE R ZEFTSHSHA 17,352
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Note: B3 :
Information regarding directors’ and employees’ emoluments FHESEEEMe &R
Year ended 30 June 2005 BE-_ZFTRFAA=TALEE
Retirement
Salaries benefits Total
and other scheme directors’
Fees benefits contributions emoluments
FeR BIRER EEHE
we HitEH FHEIfR wE
HK$'00 HK$'000 HK$'000 HK$'000
FHT FHAIT FHAIT FAIT
Name of executive directors BITESHE
Mr. Paul Kan Man Lok L€ St - 57 3 60
Mr. Lai Yat Kwong BHXEE - 57 3 60
Mr. Fung Kin Leung BRR % = = = =
Name of non-executive directors ERITESHA
Mr. Leo Kan Kin Leung e R o4 2 10 - 12
Prof. Liang Xiong Jian R R 5 5 - 10
Prof. Ye Pei Da ERAHR 5 5 - 10
Mr. Frank Bleackley Frank Bleackleyt 4 5 15 - 20
Prof. Julia Tsuei Jo ERHIE 5 17 - 22
Mr. Ho Yiu Ming AT RBAASE A 5 35 - 40
Mr. Paul Michael James Kirby Paul Michael James Kirby4t 4 3 479 - 482
Ms. Shirley Ha Suk Ling Bkt 2 8 - 10
32 688 6 726
Year ended 30 June 2004 HE_ZTTNFAA=THLEFE
Retirement
Salaries benefits Total
and other scheme directors’
Fees benefits contributions emoluments
ek RKEF B2
ik HaH) FTEIHR wE
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHAIT FHAIT FAIT
Name of executive directors HITERHES
Mr. Paul Kan Man Lok X EEL - 57 3 60
Mr. Lai Yat Kwong BANRGEE - 57 3 60
Mr. Fung Kin Leung BRR % = = = =
Name of non-executive directors EMITERHA
Mr. Leo Kan Kin Leung e R o4 - - - =
Prof. Liang Xiong Jian R R 5 5 - 10
Prof. Ye Pei Da ERAHR 5 5 - 10
Mr. Frank Bleackley Frank Bleackleyt 4 5 15 - 20
Prof. Julia Tsuei Jo ERHE 4 10 = 14
Mr. Ho Yiu Ming faI B8R S5 A4 1 4 - 5
20 153 6 179
The remuneration for non-executive directors comprises directors’ ERTES S BRIEESHED NN
fees and other emoluments which vary with the number of & RIEEHEZEZESHE MAER

committees on which they serve. REe



Kantone Holdings Limited Annual Report 2005 45

Employees (==

The five highest paid individuals of the Group did not include any RAEFEE AEBANEERFALTEFRL
directors of the Company for both years. The emoluments of the five ERANRES ASERE &AL
highest paid employees of the Group, not being directors of the FARRBIZES) 2MET:

Company, are as follows:

2004

ZTTF

HK$'000

FHT

Salaries and other benefits S & E A AR 5,545
Performance related incentive payments IR T{ERIRZE K2 €S 68
Retirement benefit scheme contribution BIRREFIFT B K 310
5,923

Emoluments of these employees were within the following band: EREE 2MeN T F5EE:

Number of employees
EEAH

2004

HK$1,000,001 — HK$1,500,000 1,000,001 7t — 1,500,000/ 7T

HK$1,500,001 — HK$2,000,000 1,500,001 72,000,000/ T
2005 2004
“EERF —EENE
HK$’000 HK$'000
FHT THT

Interest on AE
Bank and other borrowings IRITREAMIEES

— wholly repayable within five years —RAFANBHEE 6,707 9,207
— not wholly repayable within five years —BERRAFRNBEER - 175
Finance charges on finance leases MERE 2 MBER 37 120
Issue costs of convertible bonds AMRES 2 BETER 2,307 -

9,051 9,502
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EFBREBERAR —BRRRFFRH

2005 2004
—ETRF —TTME
HK$’000 HK$'000
T FHT

The charge comprises: TIES HBdE:

Hong Kong Profits Tax BBNEH

— current year —KREFE 80
— underprovision in prior years —BAFEZTREE 6
Taxation in other jurisdictions Hth elEh = 2 18 184
270
Deferred taxation (note 30) IEERIE (MI7E30) (13)
257

Hong Kong Profits Tax was calculated at 17.5% (2004: 17.5%) 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 such profit is either exempted or not subject to taxation in any

other jurisdictions.

Details of deferred taxation for the year are set out in note 30.

The tax charge for the year can be reconciled to the profit per the

income statement as follows:

BANGEBRIIARE B Z G5 ERT R
MIR17 5% (ZTFMF:17.5%) 2B X5
8o Bty Bl A R 2 TR TR A Bl Bl A R
BEERAZHEAE

EREGEREZREASAEE R EA
BESE B BERE IMIER B & B AR
MEEBNEH Mt SaHCEReH BT
B E T E M BRI 2 IR

REZIRIENTR 2 FHBHAHIFE0 ©

AR 2 BB H BRI KR 2 s A SRR 1
T

2005 2004
—BEEF —TETNF
HK$’000 HK$'000
FEx FHBT
Profit before taxation BRFH A= A 268,352 155,209
Tax at Hong Kong Profits Tax rate BEBFEHREL7.5% (ZETME:
of 17.5% (2004: 17.5%) 17.5%) & 2§18 46,962 27,162
Tax effect of profits exempted or not PR EL ) &) VK i [ 7 FA o N =k
subject to taxation in other jurisdictions BRI Z a2 B e & (45,465) (25,099)
Effect of different tax rates of subsidiaries B B2 &) 7 E Ath &) 24 Hh [ 48 &
operating in other jurisdictions 2R E 72 176 71
Tax effect on utilisation of tax losses BT AREREATEEE
previously not recognised IR R - (661)
Tax effect of income not taxable for BATIE B BEH 2 WA
tax purposes 2GR (o)) (358)
Tax effect of expenses not deductible ARIBFLRS B AR < FsZ
for tax purposes IR R 1,389 359
Underprovision in prior years BEFEZ TREE = 6
Others EHAfth (2,038) (1,223)
Taxation for the year REE 2 FHIE 424 257




Kantone Holdings Limited Annual Report 2005

47

2004
—TTE
HK$'000
T

Final dividend proposed in scrip form
equivalent to HK1.1 cents
(2004: HKO.65 cents) per share,
with a cash option

Interim dividend paid in scrip form
equivalent to HK1.0 cents
(2004: HKO0.60 cents) per share,
with a cash option

FRARAR 877 VR3S 2 SR
KA EAEREZRL LB
(ZZZP4F:0.658()
SRR S

AR 87 k3 2 B
HEIR SRS N B0l
(ZZZP4F:0.60/8()
EERE

15,004

13,727

28,731

The proposed final dividend for 2005 is based on 2,393,123,895

shares in issue at 30 June 2005.

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

on the following data:

TR RFEREIRCRABE TR
“EERFARA=THZEBETRG
2,393,123,895R REAESTH

AR RS AN TE T 5 8B E:

Earnings for the purpose of calculating
basic earnings per share

Effect of dilutive potential ordinary shares:
Interest on convertible bonds
Issue costs of convertible bonds

VASHEE AR SRR B H) 2 B F

TRRZEREEYE:
A e B2 B8
AR ERCETER

Earnings for the purpose of calculating
diluted earnings per share

PSS =t el
Z&H

2005 2004
—EERF —EENEFE
HK$'000 HK$'000

TExT FHT
267,928 154,867

154 -
2,307 -
270,389 154,867

Number of shares (In ’000)
BHBEE (LT RE)

Weighted average number of shares
for the purpose of calculating basic
earnings per share

VASHE R AR A B R) 2 fnE
Ffin 2B

2,326,353 2,250,223

Effect of dilutive potential ordinary shares:
Convertible bonds
Options attached to convertible bonds

BRREEHETE:
AR B
] A B 25 PP A R

53,212
15

53,227

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

St ELHE SN 2 fnE
Fifkin g B

2,379,580

There was no dilution effect on earnings per share for 2004 as there
were no dilutive potential ordinary shares in issue in that year.

MR - TRMEWEAEEE N 2 BT
R SR EE 2 ERAN LT

v



48

BRREERAR —ERAEER

Plant and
machinery and
telecommuni-
cations
Land and networks
buildings e Total
T RETF REABE st
HK$'000 HK$'000 HK$'000
T T T T T T
THE GROUP AEE
COST RAE
At 1 July 2004 R-ZETWNF+A—H 22,086 341,165 363,251
Currency realignment bE 5, AR (216) (832) (1,048)
Additions NE - 7,962 7,962
Disposals k= - (24,091) (24,091)
At 30 June 2005 R-BERGEAA=+H 21,870 324,204 346,074
DEPRECIATION AND AMORTISATION  #7 & # &4
At 1 July 2004 R-ZZENFE+A—H 5,139 306,995 312,134
Currency realignment bE 5 AR (63) (2,149) (2,212)
Provided for the year F AR 554 15,061 15,615
Eliminated on disposals o E R - (23,780) (23,780)
At 30 June 2005 R-EERFA=1H 5,630 296,127 301,757
NET BOOK VALUES REFE
At 30 June 2005 R-ZEERFA=1+H 16,240 28,077 44 317
At 30 June 2004 R-ZZMFA=1+H 16,947 34,170 51,117
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THE GROUP
REEE
2005 2004
—ETHF —EETF
HK$’000 HK$'000
FHET FAT

The net book values of the Group’s REE 2 YR
property interests comprise: FEPE:
Freehold properties held outside REBLAIM RS

Hong Kong KA ERE 2 W% 15,735
Properties held outside Hong Kong REBUIMEEIFE

under long leases REBRA 2 W% 1,212

16,947

Net book value of plant and machinery EREHERE ZBE R

and telecommunications networks held WS R EAE 2 BREFE

under finance leases 871
The Group leases equipment to customers ANEEMEEHEHANHEEM FTEF

on operating lease terms.

The net book value of such equipment, BREM 2 EEFEERIEERE X

which is included in plant and machinery — #23 & BALE A ZH 50T :

and telecommunications networks,

is as follows:
Customer equipment at cost RESHM (R AME) 110,060 117,506
Less: Accumulated depreciation B BETE (103,137) (108,818)
Net book value BREFE 6,923 8,688

At 30 June 2005, certain land and buildings of the Group with a net
book value of HK$10,277,000 (2004: HK$10,467,000) were
pledged to a bank as security for banking facilities granted to the
Group.

AEER-_ZTRFA=THE
E$E410,277,0008 7T (ZE T F:
10,467,000/ 7T) 2 & T RETFTER
MTRT ERAKERBRITREZE
e

THE COMPANY
KA F]

2005 2004
—ETHF —ZTETF
HK$’000 HK$'000

FET FAT

Unlisted shares, at carrying value FE LR 2 BREE

232,890 232,890

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 Group under the group reorganisation
in 1996.

Details of the Company’s principal subsidiaries at 30 June 2005 are
set out in note 41.

FE LM Z REETIARE BN — L
NEBARENBARKAEEKEE
EMBEAR AR EERTFERESE.

ARRBZEIEMBRARANR-_ZZTHEFRA
=t RZFEENKIAL -
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THE COMPANY
The amounts are unsecured, interest-free and have no fixed
repayment terms.

Included in amounts due from subsidiaries at 30 June 2005 is an
amount of approximately HK$14,369,000 (2004: HK$13,854,000)
which is subordinated to a bank borrowing related to credit facilities
of approximately HK$56,054,000 (2004: HK$87,822,000) granted
by a bank to a subsidiary during the year.

BRREERAR —ERAEER

AATF
HEFR BRI 2 B R EEEE R

RZBZRHFRNA=TH BFERNERNE
A R)FRIE Z 914,369,000 7T (ZZZ M
13,854,000 7T) ' FFIREEN —
MIRITEAR T —HHEBRRL
56,054,000/ 7t (—ZZ Y4 : 87,822,000

BID) ZIRITIEERE -
THE GROUP
ANEH
2004
—ETNEF
HK$'000
FHIT
COST RAME
At beginning of the year F4] 417,020
Transferred from deposits BB 39,000
Acquired during the year FRUEE 132,600
Transferred to investments BAKE (238,423)
At end of the year F 4L 350,197
AMORTISATION ey
At beginning of the year F4] 71,835
Provided for the year REFFEAE 83,330
Eliminated on transfer to investments BB R SH (80,036)
At end of the year F 4L 75,129
NET BOOK VALUE REFE
At end of the year FiE 275,068
Net book value of systems and networks BRP 2 R M A%
under development ZBREFE 132,600

Systems and networks include all direct costs incurred in setting up
and development of internet based knowledge systems and
networks. The Group’s systems and networks are amortised over
the estimated economic lives of the projects from the date of
commencement of commercial operations subject to a maximum of
five years.

A PR RRRI RAEERERES
EABR SRS Z A B AR AL
Z RSN ABRIRIERR B hikE B S
ZIEEHRBEFEHS (R RTAF) TIAEE-
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THE GROUP
REE
2004
—TTME
HK$'000
FHIT
Unlisted investments in e-commerce BEFEEEE 2B RELR
projects with guaranteed return, ELETIRE K AE
at cost 127,052
Capital receipts from the investments ‘BB BEAR (9,081)
Impairment losses recognised BRI EEE (28,094)
89,877

The Group has entered into agreements with third parties to invest
in e-commence 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.

In 2004, the Group assigned the interest in certain e-commerce
projects with an aggregate carrying value of approximately
HK$55,994,000 to various investment holding companies and in
return obtained certain equity interests in these investment holding
companies. Under the terms of the sale and purchase agreements,
the Group is contracted to receive pre-determined sums of not less
than the original beneficial interest of the revenue sharing
arrangement as stated in the original revenue sharing agreements
for the e-commerce projects. The pre-determined sums will be
received for a period of 5 years by half-yearly instalments as a
return on the investments in accordance with the relevant sale and
purchase agreements.

In 2004, the directors of the Company reviewed the carrying
amount of the interest in e-commerce projects in light of the current
market condition with reference to the financial results and
business operated by the investees. The directors identified an
impairment loss of HK$12,749,000 on the interest in e-commerce
projects, estimated by reference to the fair value of the investments
based on expected cash flows projection from such investments.

In the opinion of the directors, the underlying values of the above
investments are at least equal to their carrying values.

AEBBRE=FFT U NRENREF
P E IR B - Ut F ik < & AR 205 - 2

il REEE R RANEER 2 WNFER
Z W B 7 LR Y IR ©

R-BTME . REE G HEREEL
55,994,000/ T2 & TEFEERA 21
BEETERIREERAR WEESILSE
REEB AR ZETRAERIESDERR
BREERpS &R ANEB DRI AMETEE
SR BRI ORBAS L2 REE R
f#m (REFRHEER 2 RERAD (G
i) -ARIZEREE B e - THE SRR MNE
FHRAEFF0 BRIERIRE@R-

R-ZTE - AR REFERARIRTHS
I WREWITE & 2 R BE RIS L
% EREFHEER S REE-E
EREFRHERE 2R TR ERE
12,749,00078 7T * th JHE N A 2 FIR BT
BHRERE 2EREZ N FEEMME-

EEZERA D8 2 HBEEKIEER
HiRmEE.
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THE GROUP REE
Investment
Investments with securities without
guaranteed return guaranteed return Total
ARBER FERHER
Zi& ZRERE “@st
2004 2004 2004
—ETME —ZTME —ZTME
HK$'000 HK$'000 HK$'000
T TAT TAT
Unlisted equity securities, ELEmRAES &
at cost/carrying value RAE/ A 122,296 3,887 126,183
Capital receipts from the investments ~ #&& iz &K - - -
Impairment loss recognised BERRESE - (3,887) (3,887)
122,296 - 122,296

In 2004, the Group transferred its interest in certain systems and
networks to various investment holding companies and in return
obtained certain equity interests in these investment holding
companies with an aggregate carrying value of approximately
HK$122,296,000. Under the terms of the sale and purchase
agreements, the Group is contracted to receive pre-determined
sums for a period of 5 years by half-yearly instalments as a return
on the investments in accordance with the relevant sale and

purchase agreements.

During the year, the directors of the Company reviewed the carrying
amount of the investments in light of the current market condition
with reference to the financial results and business operated by the
investees. The directors identified an impairment loss of
HK$7,997,000 on the investments, estimated by reference to the
fair value of the investments based on expected cash flows
projection from such investments.

In the opinion of the directors, the underlying values of the above
investments are at least equal to their carrying values.

Deposits were paid in connection with projects relating to the

R_ZTE REBKE T ZRRBE2
EaERERT ZRREERAR] YREZE
RERRA R 2 A 2t A8 AR T (B4
122,296,000/& TV R0 ¥R 1R 45 B & 1k
2GR AEBE AN AFRRAETFF
SBNRZ FRAMBRBESRE (EARES
HEEHINZERE 2 @H-

FAARREECEERITHSER L
DEWIE £ 2 IR E RIS EET EH
REZREE -EFERIRERRRERS
7,997,000/ 7T - It SRR B FIRE TS
Reng 2EREZ A FEEMM-

EERA DiREZHREESRIHEER
HARmE(E-

BRNATREEN Z RS

following:
THE GROUP
REE
2004
—ZTENF
HK$'000
FHT
Systems and networks ERSE S 136,500




Kantone Holdings Limited Annual Report 2005

53

THE GROUP
ANEE

2005 2004
—ETHF —EETF
HK$’000 HK$'000
FTExT FHT
Raw materials R 13,047 15,047
Work in progress EE S 2,326 2,193
Finished goods BURK S 8,265 6,067
23,638 23,307

All inventories are stated at cost. FrEFE AR ANES AR

THE GROUP
ANEEE
2005 2004
—ETHF —EETF
HK$’000 HK$'000
TExT FHT
Trade receivables FEU B SERR

Guaranteed distribution receivables FEUAR & 7R 28,653 7,215
Others EHih 215,247 164,899
243,900 172,114
Other receivables H b eI BR 5K 95,690 115,327
339,590 287,441

The Group maintains a well-defined credit policy regarding its trade
customers dependent on their credit worthiness, nature of services
and products, industry practice and condition of the market with
credit period ranging from 30 to 180 days. The aged analysis of
trade receivables at the reporting date is as follows:

AEEREE S TP ETHEZEEBER-
REREZER RBEEER2UEE TR
RELTISERT4A TI0E1I80R ZEE

0 - 60 days
61 — 90 days
91 - 180 days
> 180 days

0-60H
61 - 90H
91 - 180H
> 180H

Ho B BIRFN HE B H 2z Rk S0

T

THE GROUP

FEH

2005 2004
—EBRF —TTMEF
HK$’000 HK$'000
FHET FAT
217,558 107,272
17,811 40,310
1,724 20,933
6,807 3,599
243,900 172,114
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—EERF
HK$’000

Interest bearing deposits FTEER 122,484
BITEFRRE 16,889

Bank balances and cash

At 30 June 2005, the balance of trade and other payables included
trade payables of HK$10,632,000 (2004: HK$10,845,000). The
aged analysis of trade payables at the reporting date is as follows:

THE GROUP
EE RAF

EFBREBERAR —BRRRFFRH

THE COMPANY

2004 2005 2004
—zems (S i EAd  —TEmE
HK$'000 | LLEHTId  HK$'000

TR T TR

66,864 52,373
11,499 178
139,373 78,363 52,551

REBZRFRA=TH BHESREM
AR 2 8RR B24E10,632,0008 7T (ZF
TP :10,845,000% 7T) ZERN B SR
o ENE SRR IRE B B BRI S0
D

THE GROUP
AEE
2005 2004
—EERF —TETNF
HK$’000 HK$'000
FHET FHBIT

0 - 60 days 0-60H
61 — 90 days 61 —90H
91 - 180 days 91 - 180H
> 180 days > 180H

5,877 5,259

622 1,570
1,300 855
2,833 3,161

10,632 10,845

THE GROUP
FEE
2005 2004
—EERF —TETME
HK$’000 HK$'000
TET THET

At 1 July 2004 RZZBZNELA—H

1,766 2,058
(€)) 129
2,870 2,291
(2,912) (2,712)

Currency realignment bE 5 A%

Provided during the year FREEE

Utilised during the year FANEEA

At 30 June 2005 RZZETRFA=1H

1,716 1,766

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.

REB BT R BB AR RENY
BBRER BRI RERUAZET
2 12(8 AREMTE AR BE R 2 &
ERPAe
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Defined contribution scheme

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

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

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

During the year, retirement benefits scheme contributions paid for
the above schemes, net of nil (2004: nil) forfeited contributions,
amounted to HK$152,000 (2004: HK$275,000).

Defined benefit scheme

Certain subsidiaries of the Company 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.

The contributions which are determined by a qualified actuary on
the basis of triennial valuations using the projected unit credit
method are charged to the income statement. Under the scheme,
the employees are entitled to a pension between 1.67% and 2.50%
of final salary for each year of pensionable service at a normal age
of 65. No other post-retirement benefits are provided. The most
recent actuarial valuations of scheme assets and the present value
of the defined benefit obligations were carried out at 31 December
2003 by Ms. Alison Bostock, Fellow of the Institute of Actuaries,
and were updated to 30 June 2005 for the accounting reporting
purpose. The assumptions which have the most significant effect on
the results of the valuation are those relating to the rate of return on
investments and the rates of increase in salaries, pensions and
share dividends.

The main actuarial assumptions used were as follows:

95

ERHE T8
ARRETETHBRRARBORER
N —IRRE NG & IR A B 2 BEEA
SEZEBEASRFA UFRABILIZFEA
) 2 B A

B4R & BaR Mk 2R RE R EH BT
AEEIZBIRAEE LR ABHES
S 2 R R BN G B B E AR
Z BRI B REBEN Z HRAENE R
Wz R HR

—ERREF AR AKERTERE
BZERERREEZERGFIERTES
([@fER]) 5t & -iRe BaER kR 258
MEETSIRNENERIEAKEZRERE
FHEIRAIRE 2 h Z SRR st EIEH 2

HERe

RERN EistEIE 24 2 BRIREFE 8
HONRELEAT (CETME:T) 2RIK
{f318) A152,000/6 70 (T4 :
275,000/ 7T) °

TERRA T &
ARRBTETHBARRIL—IEATTE
B 7 RNEAIET S Litat EI R E R E
B RGHIR 2 R NERN BE FREZ
RIEIER RIS - AR et RFm21 5%
ZTARAFIEES N Lt E

RIEAERBEMER = F LBt ENE
FOEEEATE N A ST S 2 B30 TIR B R
IRk R IEZATE] BB — N F/E655%
BB FIREERKE ZRGES ZE
KENTFHREREH S 21.67%%E2.50% 2 e
ARG BN R E MR R HRE A i 2
TR EREMEREEBNEERET
R_ZTT=F+_A=t+—HhBEEz2e
BX B Alison BostockZZ T#7T  WER =F
TRHENA=ZTHEY AEETETHR
EH-HAELERSAYEZBRRTEBRE
EORRELFE BASHERE 28Nt xR
F 2z R

PR EEREMRRMT

30.6.2004
ZZETF
~NA=1H
Discount rate AhIR =X 5.70%
Expected return on scheme assets TEER 2 5T &I & E R #H 7.60%
Expected rate of salary increase TERlZ & & TR 3.00%
Future pension increases R ZBIRS TR 3.00%
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Defined benefit scheme (Continued)

The actual valuation updated to 30 June 2005 showed that the
market value of the scheme assets was HK$207,735,000 (2004:
HK$189,951,000) and that the actuarial value of these assets
represented 61% (2004: 65%) of the benefits that had accrued to
members. The shortfall of HK$12,777,000, which is the excess of
net unrecognised actuarial losses over the greater of 10% of the fair
value of scheme assets and 10% of the present value of funded
obligations, is to be cleared over the estimated remaining service
period of current membership of 10 years.

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

BRREERAR —ERAEER

EFEBEAFTE (@)
FHE_TERAEANA=tTRAZREERE
#2182 BEM{E 207,735,000/ 70
(ZZEZPY4:189,951,000/87T) * Mk
BEZIREBEAREREREN261%
(ZZZPU4F:65%) ° 5E12,777,0007 7T
2R DA EREEEEFEaRTEE
ERAFEZI0%KE TE&RERMBE210%
(AR EEAE) 285 RNEBES 28
ST RIERIRAS SEHR (LALOSE 45T B &

BT R ARG BN RE B R P ER
BRI

2004
ZTENF
HK$'000
FHIT

Current service cost AT ARTE AR AR
Actuarial losses recognised BEHERZBEER

3,365
446

3,811

The charge for the year has been included in general and
administrative expenses.

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

AEEXLHEFAAREITHAX

AAREE 2 FRERANEA BIAEMELE
ZEROABERBER SN T

2004
—ZTENF
HK$'000
FHIT
Fair value of scheme assets FrEEEZATE 189,951
Present value of funded obligations BoAREZRE (294,417)
Net unrecognised actuarial losses RER B E 518558 18,697
(85,769)
Movements in the net liability in the both years were as follows: MEFE s BEFHEEFHIT:
2004
—ZTENF
HK$'000
FHIT
At beginning of the year F7) (78,114)
Currency realignment b 5, (7,370)
Amount charged to the consolidated ERABRFRNRZ KA
income statement (3,811)
Contributions B 3,526
At end of the year FiE (85,769)
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THE GROUP AND THE COMPANY
The amount is unsecured and interest-free.
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REERAAT
HEFRREEARRE

THE GROUP
AEE
2005 2004
—ETHF —EETF
HK$’000 HK$'000
FET FAT

Bank borrowings comprise the following:  $R{TEEEE THI&E:

Bank loans RITER
Mortgage loan RIBER
Bank overdrafts RITEX

62,326
2,970
50

65,346

Included in above were bank borrowings of HK$2,866,000 (2004:
HK$3,020,000), which were secured by the Group’s land and
buildings with a net book value of HK$10,277,000 (2004-
HK$10,467,000).

BIER il 38 AR ITEE 2,866,000/ 7T
(ZZZPY4:3,020,000 7T) * B AR E
B ABREFE 510,277,000/ 7 (—2F
PO4E: 10,467,000/ 7T) 2 T RIBFIER
ﬂao

THE GROUP
REE
2004
—TTME
HK$'000
FHIT
Bank borrowings bear interest at BRITMIGAET B2
prevailing market rates and are RITEEZERANAT:
repayable as follows:
On demand or within one year BBME—FAN 57,202 62,984
Between one to two years —ZEMFA 672 647
Between two to five years MERFA 1,046 1,715
58,920 65,346
Less: Amount due within one year B — A BB B S ER B
shown under current liabilities =l (57,202) (62,984)
Amount due after one year —FREHR &5 1,718 2,362
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THE GROUP
AEH
2005 2004
—ETRF —TTNE
HK$’000 HK$'000
FHERT FHT
The other borrowings represent HEEEARITHER
block discounting loans and BREANT

are repayable as follows:

Within one year —FR 4,309 7,425
Between one to two years —ZEWEA 2,594 4,355
Between two to five years MEREA 2,299 4,757
Over five years RAF%E - 189
9,202 16,726
Less: Amount due within one year B — FREHNE S
shown under current liabilities mEBBEZeRE (4,309) (7,425)
Amount due after one year —FREH 58 4,893 9,301
THE GROUP REE
Present value
Minimum of minimum
lease payments lease payments
HEREMNRE HERKARBEZREEE
2005 2005
—EThRF —ETRHF
HK$’000 HK$’000
FExT ; FRT
Amounts payable under finance RIEREHER
leases: AR BRI E S 2 2 8E :
Within one year —FR
Between one to two years —ZEZEWFA
Between two to five years MEAFA
Less: Finance charges YRR =4z

Present value of lease obligations ~ FEFAEREBE

Less: Amount due within one year & : —F A ZIEII E 511
shown under current MBBELEHE
liabilities

Amount due after one year —FRIzeRE
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THE GROUP (Continued)

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 11.75% (2004: 12.11%). 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.
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REE (48)

AREECVREMAE ABAEETH
B BN - A EF R =F
EHETE MEBRFHEEXALL75E
(ZZEZWFE:12.11F) -MRERETH B
HEET- e DIRE T EREEL S B
EFL SRS BRI R B

THE GROUP
AND THE COMPANY
AEBRAAD T
2004
—EENF
HK$'000
FHIT

FRE BT 2R
(ECAISER T

1% convertible bonds issued during
the year and balance at
end of the year

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

(a) The outstanding principal amount of the Convertible Bonds
may be converted at the option of the Bondholders in whole or
in part into shares of HK$0.1 each in the Company at any time
from the date of issue of the Convertible Bonds up to one
week prior to 1 April 2008, the maturity date of the Convertible
Bonds, at a price equal to either 125% of the average of the
closing prices per share for the 30 consecutive business days
immediately prior to the date of the Subscription Agreement,
subject to adjustment (the “Fixed Conversion Price”) or 93%
of the average of any five consecutive closing prices per share
as selected by the Bondholder during the 30 consecutive
business days immediately prior to the date on which notice of
exercise of the bondholder is received by the Company (the
“Floating Conversion Price”), provided that both the Fixed
Conversion Price and the Floating Conversion Price shall not
be less than the par value of the Company’s shares.

(b) The Convertible Bonds bear interest at the rate of 1% per
annum and interest will be payable semi-annually in arrears in
June and December in each year.

(c) Unless previously redeemed, converted or purchased and
cancelled, the Convertible Bonds will be redeemed at 100% of
the principal amount at maturity.

R-ZZERFENA—B ARBEHAER
NRFTETN_ZETN\FRH A& @HEZ
Z24,000,000% 7T 2 1 E AR E S ([7]
BRES]) BB E =& ([E5EE
A FTL R ([REHE]) - TRk
BHRZEEERUOT:

(a) FIHMEESZHAREEASRARE
FRAAZ B B REES#T
BHZE T \FHH— A #ERE
HEIHAR0 1IEEﬁHﬁF‘EJWiFﬁE¢F'EJ
RSN AR RIE T B HE
30fEEAE LA ZtHxTriﬁHSme“Z
125% 2 B8 (Al T3 %) ([EEik
EBl) RERARRREEFHEA
ZATEBAMAI30EEE = % 5 HR
BEHRFEAMEEZ EEEDEE
PRU TR B F 1D 82 93% 2 B (1%
BHME]) 2HHBD HBBER
AIEEED. BT 2 R HEEIE X
BERTSERERESTEERA
NGl G A=

(b) TFHARERTIRFRNR]EG S A
SERBENART-ASFFOHX
H

(c) MRIFFHRRESFDNFRIERE Kk
S ARG BRI ES RN E
EELSRIEERES N
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As part of the Subscription Agreement, the Company has also
granted to the Bondholder the right to subscribe for up to
30,437,073 new shares in the Company at a subscription price of
HK$0.3844 per share.

Pursuant to the Subscription Agreement, the Company issued part
of the Convertible Bonds with an aggregate principal amount of
US$8,000,000, the Bondholder has an option to require the
Company to issue additional Convertible Bonds of US$8,000,000
within a defined period and the Company was also granted an
option to issue and require the Bondholder to subscribe an
aggregate principal amount of Convertible Bonds of US$8,000,000
within a defined period.

Subsequent to the balance sheet date and up to date of this report,
US$3,400,000 of the issued Convertible Bonds was converted into

74,160,000 shares of HK$0.1 each of the Company at price ranged
from HK$0.3274 to HK$0.3637 per share.

BRREERAR —ERAEER

EARBERZZ —FD AREMERTE
FHEE AR IR REESA%0.3844% T
R 230,437,073 A A RIFTAR S

RIBRE R F SRR BT DN
738,000,000 7T 2 A RES -5 E
ABREERAR TN EREAEITEIN
8,000,000%E 7 Z AR fE 25 - 1 A A B IR
EERT—HEE IREEERRAETR
ZREF[E ARBEASLEF /58,000,000
KT AR E S

REEE BEEZEARE AH-3,400,0003%
TLZ BETABRRESFEIEN T8
0.327478 7T E0.3637/8 T 2 (B M ik AN
A 7)74,160,0000% F A% E{E0. 178 7T 2 i%

{/\ ®

THE GROUP
ANEEE

2004
—ETTE
HK$'000
FHBT
Balance at beginning of the year FEER 190
Currency realignment S 16
Movement for the year (note 9) FREE) (FIFE9) (13)
Balance at end of the year FUR ISR 193

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 represented the
taxation effect of the excess of depreciation allowances claimed for
tax purposes over depreciation charged in the financial statements.

At the balance sheet date, the Group has unused tax losses of
approximately HK$28,604,000 (2004: HK$28,913,000) available
for offset against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams.
These tax losses may be carried forward indefinitely.

There was no significant unprovided deferred taxation for the
Company during the year or at the balance sheet date.

FAZBHEARTIRR MM 22
ERUEEBREANNE N Z Z8En
Sl Z B R &

RAEZERREHRBEEERFEE N2
HemBERNBBRANERENINES
HATSIEZ MR &

WAEE R AN E A RS R A0S 2 R E
FATRIEE154928,604,0008 7T (ZFZ X
£:28,913,000/7T) - AR ARAETRRI B 12
A 2R BRI AR RE IR E
2 EHIR B S R IR AR A o

RERSNEE R AR R WA AR
ZERIEIERIA
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Number

of shares Amount

ROHAE £

‘000 HK$'000

TR FHT
Authorised share capital of HK$0.10 each: &R&E{EO. 10/ 7T 2 /A ERA :
Balance at 30 June 2004 and RZZEWMFA=THAK

30 June 2005 —EERFRNAZTHZEH 3,000,000 300,000
Issued and fully paid share capital HRREEC. 10T ZEETR

of HK$0.10 each: BB RRAN

Balance at 1 July 2003 ﬁé:gf_itﬂ EIZ 2,220,962 222,096
Issue of shares as 2003 final BORMNIER=ZTZT=F

scrip dividend READARR AR B 66,304 6,680
Issue of shares as 2004 interim BORMNIER=ZTTNF

scrip dividend FREBARR (R B 20,575 2,058

Balance at 30 June 2004 )5/‘* SRNFEA=THZE 2,308,341 230,834
Issue of shares as 2004 final EIIRDER =TT NF

scrip dividend ANERPARR AR B 34,769 3,477
Issue of shares as 2005 interim EIIRODER=ZZTRF

scrip dividend FREALARR RS 50,014 5,001

Balance at 30 June 2005 RZZTRFANA=THZHE 2,393,124 239,312

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

(a)

In January 2005, 34,768,560 shares of HK$0.1 each were
issued at a price of HK$0.23 per share upon election by
shareholders to receive shares in the Company in lieu of the
2004 final dividend pursuant to the scrip dividend scheme as
detailed in a circular dated 20 December 2004; and

In June 2005, 50,013,866 shares of HK$0.1 each were
issued at a price of HK$0.316 per share upon election by
shareholders to receive shares in the Company in lieu of the
2005 interim dividend pursuant to the scrip dividend scheme
as detailed in a circular dated 12 April 2005.

All shares issued rank pari passu with the then existing shares in
issue in all respects.

RE

(b)

FER AR RRLZ A B T 28

R-ZERF—H RERERER
HA—FTENE+ - - +HZ@EK
it 2 Lxﬁxﬁ SR BT EI U EVA A A)
BORE_ZZOFRERS  AQ
AR iﬂ;<0.23ﬁ§r‘u21§7f%§éfﬁ
34,768,5600% F A E{E0. 178 7T 2 %
Ve

R-ZZERFEANA RERERER
HA—TTRHEN A+ B 2 BEAT
itz AR BAR B T S UER AR A THX
PRE_ZSTHFERHR S AR
BEH%0.3168 T 2 (B8 #1T
50,013,866 FAXEEO. 178 T 2 i%

1/\ ®

B RTRM AR R 2 REDHITRN
NETEARE RS-
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On 29 November 2002, the Company adopted the share option
scheme (the “Scheme”) which will expire on 28 November 2012.
The purpose of the Scheme is to attract and to retain quality
personnel and other persons and to provide them with incentive to
contribute to the business and operation of the Group. Under the
Scheme, the directors may grant options to any eligible persons of
the Group, including directors, employees, consultants, advisors in
respect of business, operation, management, technology, legal,
accounting and financial matters of the Company, its subsidiaries or
affiliates or any discretionary trust whose discretionary objects
include the aforesaid persons or a company beneficially owned by
the aforesaid persons as well as customers and suppliers of the
Group, to subscribe for shares in the Company. Options granted are
exercisable at any time for a period determined by its directors
which will be less than ten years from the date of grant, where the
acceptance date should not be later than 21 days after the date of
offer.

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

BRREERAR —ERAEER

RZTZ_F+—AZTNB KR AERM
FEAREEI ([5HE)) Mt &N —F——
Fr—HZt+\BEm-5&z B NERE
SIRBEBEABREMAL W RFEFE
PLERRD - AN AN M2 55 S B R AE
HER-RIEFE EFARAKEERNAS
BRAL BESRARE EME AR
BEAR CER 28 BE R AR g
SEFBEECES ER B FEAA
HER 2R EEMER S A BIEER L
MATHEEREES 2 AF URAEEZ
P KM D ERE  ARBARFR
fneBRHZ BEAER N ERMETE 2 HfH
R RTTE - P EE 2 BRI ZRNE
RARB RS H B BRRESH -4 M B HAZA
NEREZLHARE-—+—R-

RiEEH &) g 2 1TEE (AR ERRE
T IAEZE) SR (D TEE : (i) AR R X
HEH (WASEER) EBZMERRE
FRPTIR 2 BT B R (i) AR fn R BB
H B AT R E S % A EMR e HRESR
PRz BRFHEmE =EUESER
A R IFR BIR H 2 BB P B 2 B 7 8K
B ERASHBEARANTEHER 2
B EATAARL0% © AT - BT 2R H AT
ERERAE M AT T 31T 2 R0 BB LIRS
HBHA R B IMERIE R A2 B BETRAN 2
30% ° FEARREA R RIBERF SRR PME
fal+ =& A 2R - [m{Efa{E Bl A 5% H AR
TR R 2 R 8B - NSRBI AR RIEZ
T EASERE B 22 #HTRN1% -
B ERMES W EBE EIR M
P
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Share Dividend Goodwill  Translation Accumulated
premium reserve reserve reserve profits Total
R RE REFHE HERE BERE 2EHRR B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL THL THL TR TR THT
THE GROUP
At 1 July 2003 R_ZZ - 13,326 (44,036) (455) 501,225 470,060
Exchange difference arising RBNE 2 BERE
on translation of operations FiEEZERESE
outside Hong Kong - - (8,602) - (8,602)
Premium arising from issue BRI AR B R E M
of shares on distribution of BORMAEE
scrip dividend B 6,940 - - - 6,940
Net profit for the year AEEMA - - = = 154,867 154,867
Dividends for the year KEERE
— interim —H - 13,727 - - (13,727) -
— final — R - 15,004 - - (15,004) =
Dividends paid BIRERE - (11,375) = = - (11,375)
Issue of shares as scrip BIRMIERUR
dividend REEE - (15,678) = = - (15,678)
At 30 June 2004 and N_TEMEAA=THK
1 July 2004 —TENF+A—H 6,940 15,004 (44,036) (9,057) 627,361 596,212
Exchange difference arising RGN ER 2 BEHRE
on translation of operations FEE  EREH
outside Hong Kong - - - 550 - 550
Premium arising from issue IR AR B R B T
of shares on distribution of BORMAEE
scrip dividend 2afE 15,323 = = = = 15,323
Net profit for the year AEEMA - - - 267,928 267,928
Dividends for the year KEERE
— interim — - 23,431 = - (23,431) -
— final — K - 26,324 - - (26,324) =
Dividends paid BIRERE - (14,634) = = - (14,634)
Issue of shares as scrip BORMEAARKE
dividend 45! = (23,801) = = - (23,801)
At 30 June 2005 R-ETRFEAA=1H 22,263 26,324 (44,036) (8,507) 845,534 841,578
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BRREERAR —ERAEER

Share Dividend Special  Accumulated
premium reserve reserve profits Total
R A3 ME RERE KalfE R5HRR B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THx THT THx THT
THE COMPANY VNG|
At 1 July 2003 RZZEZ=FtHA—H - 13,326 195,874 14,529 223,729
Premium arising from issue R AR R B
of shares on distribution of BARMAES
scrip dividend 2l 6,940 - - - 6,940
Net profit for the year REFHF - - - 38,393 38,393
Dividends for the year AEERE
— interim —HH - 13,727 - (13,727) -
~ final —KH - 15,004 - (15,004) =
Dividends paid BIRERE - (11,375) = = (11,375)
Issue of shares as scrip BORMERRR
dividend REBRE - (15,678) = = (15,678)
At 30 June 2004 and RZZENFAA=THERK
1 July 2004 —TENF+A—H 6,940 15,004 195,874 24,191 242,009
Premium arising from issue EIRFABRABRET
of shares on distribution of BARMAMES
scrip dividend 2 15,323 - - - 15,323
Net profit for the year REFHF - - - 65,981 65,981
Dividends for the year AEERE
— interim —H - 23,431 - (23,431) -
— final —KRH - 26,324 - (26,324) =
Dividends paid BIRERE - (14.634) = = (14,634)
Issue of shares as scrip BAORMEANR
dividend RERE = (23,801) = - (23,801)
At 30 June 2005 R-ETRFESA=1H 22,263 26,324 195,874 40,417 284,878

The special reserve represents the difference between the book
values of the underlying net assets of subsidiaries 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.

The Company’s reserves available for distribution to shareholders as
at 30 June 2005 amounted to HK$262,615,000 (2004:
HK$235,069,000) which comprise dividend reserve, special reserve

and accumulated profits.

Rl FEEEARRREBHBARZE %
FREZHREEREFEER —F8BE
B R 2 R E75£100,000,00078 7T B AR A
A5 Lt WS PR BT 2 E(E M A& AR
Fis 2 Z5e

ARRR-_ZZRFNA=TAAHSIK
TR 2 (#%/262,615,0008 T (ZZF
4 : 235,069,000 7T) * BRI S HEE-
R Bl 6 e RETEE A o
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2005 2004
—EERE —EENE
HK$’000 HK$’000
T FHIT
Net assets disposed of: BHEEETE:
Amount due from a fellow subsidiary GG NG 76
Gain on disposal of subsidiaries HEMBARZ ket 18
94
Satisfied by: SRR
Cash Be 94
In 2004, the subsidiary disposed of contributed HK$664,000 to the R-ZEMF BEHENB AR ARER 2
Group’s financing cash flows and had insignificant operating and B IR & 2 A5 R664,00078 7T 1 M AL &
investing cash flows. The subsidiary disposed of contributed FIEER S REZ BRI TER B HEN
HK$6,000 to the Group’s turnover and made a net loss amounting BRRRAEE 2 & XEHRE,0008 7T
to HK$664,000. I 75 2R B 8% $8664,000/8 TT ©
Prior to the disposal of the subsidiary, operations of the subsidiary P EWBARE MEBARZEBEER
were taken up by other group companies. THMEBE AT
2005 2004
—EBRHEF —TTMF
HK$'000 HK$'000
FHT THT
Deposits, bank balances and cash FRROTEGFERRS 139,373 78,363
Bank overdrafts RITBEX (519) (50)
138,854 78,313
THE COMPANY
PN
2005 2004
—EERE —EENE
HK$’000 HK$’000
FHT THT

Guarantees given to banks and financial ANBARFTEL 2 ZEE
institutions in respect of credit facilities i R ERTT & A ISt fE
granted to subsidiaries ZHER 182,987 226,081
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In addition, the Company and a subsidiary issued a guarantee and
provided indemnity in favour of an independent third party in
respect of a block discounting facility granted to another subsidiary
and the amount utilised as at 30 June 2005 was disclosed in note
27.

The Group did not have any significant contingent liabilities at the
balance sheet date.

EFBREBERAR —BRRRFFRH

AN AR R R —EH B A RH®K T 5 —H
MEBARZ ARITHEE MBI E=T71F
HEREREHEERE -BE_TTRFEN
A=+BEDHAzSB|ENMEE27 -

AEENGEEBBEAERSAAE-

THE GROUP
AEW

2005 2004

e il —TTmE

HK$’000 HK$'000

T THT

Capital expenditure in respect of LIERN S B e
property, plant and equipment and MR 2 EREBRITER
systems and networks authorised BARFE

but not contracted for

112,375 98,464

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

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:

AR RNEE BB E AR Eo

REBERAEA

WEEHE B AN B 2 T8 8 BT R ) ok B =5
RREZ P EHEEHER B RENZ
HESEMNFEZZEROT

2005 2004
—¥REE —FEmE

Land and

buildings

T REF
HK$’000

FERT

Within one year —FR 190
In the second to fifth years FE_EFERF
inclusive (BERMEREEA) 1,333

1,523

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

Machinery Machinery
and Land and and
equipment buildings equipment
HWERRE T RAEF R R
HK$’000 HK$’000 HK$’000
TERT FHET FHT

274 150 328

1,238 2,493 8,738

1,512 2,643 6,061

BHERZBEFRHR—ENFAE Ml
&R ENE 2 FHERT -
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The Group as lessor

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

67

AEBMAERHBEA

+
A

GRS &

HH AEEHEREERE HERE
#EBIHRAT:

2004
—EENF
HK$'000
FHIT

—FR
FEERF (ARMEBREFEEN)
RAFR

Within one year
In the second to fifth years inclusive
Over five years

11,315
18,531
1,737

31,583

The following events occurred subsequent to the balance sheet
date:

(a) On 27 August 2005, a wholly owned subsidiary of the
Company entered into a conditional acquisition and
subscription agreement (the “Agreement”) with independent
third parties and Aspire Management Limited (“AML") for the
acquisition of 660,000 shares, representing 60% of the
existing issued share capital of AML, at an aggregate cash
consideration of HK$52,000,000. Under the Agreement, the
subsidiary of the Company and the independent third parties
will contemporaneously subscribe for an aggregate of 400,000
subscription shares, in proportion to their respective
shareholdings in AML upon completion, for cash at the
aggregate consideration of HK$30,000,000 upon completion
of the acquisition.

On 4 October 2005, the acquisition was successfully
completed upon fulfilment of the conditions contemplated
under the Agreement.

(b) On 22 September 2005, the Company entered into a placing
and subscription agreement (the “Placing and Subscription
Agreement”) with Lawnside International Limited (“Lawnside”)
and an independent placing agent, agreeing to place up to
240,000,000 existing shares of the Company to independent
third parties at HK$0.73 per share (the “Placing”). Under the
Placing and Subscription Agreement, Lawnside also
conditionally agreed to subscribe for new shares of the
Company which number shall be equal to that of the placing
shares successfully placed under the Placing at HK$0.73 per
share (the “Subscription”). The net proceeds from the
subscription of approximately HK$168 million will be used by
the Group for future development of the e-lottery business and
for general working capital.

The Placing was completed on 26 September 2005 and the
Subscription is conditional upon the fulfiiment of the
conditions contemplated under the Placing and Subscription
Agreement.
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During the year, the Group has transactions with Champion and its

subsidiaries other than the Group as follows:

BRREERAR —ERAEER

AEEN AEBRTEREMNBEAR (K
KEBRIN) BT IR S

2004
ZZETF
HK$'000
FHT
Nature of transactions R5EH
Fees paid by the Group to Champion AEBREEREWEAR
and its subsidiaries for the provision SRHERRAERERER
of office premises and facilities, and BER% 2 ER
management services 100
Sales of pagers and equipment by the AEBARE 2 HWEA A
Group to subsidiaries of Champion o (T A K 2R A 42
Purchases of telecommunications AEBRBEE 2 HEAFR
equipment by the Group from EESHEM
subsidiaries of Champion 169

These transactions were carried out after negotiation between the
Group and the respective related parties. The fees paid for the
provision of office premises and facilities, and management services
were in accordance to the management agreement entered into
between the Company and Champion. The sales and purchases
were determined on a cost plus basis.

Details of the Company’s principal subsidiaries at 30 June 2005 are

as follows:

WER HRAEEELEFRENRRER
ET-BREANAERERMEREERS
PN 2 BRTMRIEA A BB ERT 2
EIR R 2 RE ST - BB ED Bl AN
MBEZEEEE-

REZZEZRFRNA=+THE ARRIEEZH
BARZFHENT:

Proportion of

nominal value
Place of Nominal value of issued share
incorporation/ of issued capital held
Name of company operations share capital by the Company  Principal activities
AR RATEMRZ
DEER REME ERTRAEE BRTRAEERS FEXK
Kantone (UK) Limited United Kingdom Ordinary £ 5,500,000 100%  Investment holding
HE E3EA% —5,500,0005 85 REER
Keen Pacific Limited* Samoa Ordinary US$1 100%  Provision of treasury
EEGHS Er e services
TRHELB BUR TS
M.C. Holdings Limited* Cayman Islands Ordinary £ 5,500,002 100%  Investment holding
HEHS LAk —5,500,0025 4% RAEER
Multitone Electronica Limitada  Brazil Ordinary R$300,000 100%  Distribution of
Bf T3 —300,000E A E telecommunications

equipment
DB EM
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nominal value
Place of Nominal value of issued share
incorporation/ of issued capital held
Name of company operations share capital by the Company  Principal activities
MR, AATEMRZ
AR EHE R BRTRAEE ERTRAEELS  ETEXEH
Multitone Electronics PLC United Kingdom Ordinary £ 3,830,107 100% Investment holding,

B LBk 3,830,107 28 design and manufacture
of paging and
telecommunications
equipment

REZR Rt REE
BT R B AM
Multitone Electronics Malaysia Ordinary MR285,000 100%  Manufacturing of paging
Sdn. Bhd. BRED LA —285,0005 KR T equipment
HEEITE
Multiton Elektronik Germany Ordinary DM2,000,000 100%  Distribution of paging
GmbH = LB —2,000,0005 5% equipment
D SH{ENT BT
Multitone Rentals Limited United Kingdom Ordinary £ 100 100%  Leasing of paging systems
=l LR — 100548 B ZGHE
Peak Vantage Limited* British Virgin Islands/ Ordinary US$1 100%  Provision of treasury
Macau LEB 157 services
KBHRARES/ R BRTS
R
Smart Delta Inc.* Samoa Ordinary US$1 100%  Provision of treasury
EEDHS LB — 1370 service
B BRTS
Smart (Macao Commercial Macau Ordinary MOP100,000 100% Provision of services, software
Offshore) Limited R LB — 100,000t licensing and trading in
telecommunications
equipment
RERTS BT R
BEEEEM
Wollaston Limited* Samoa Ordinary US$1 100%  Investment Holding
EEDHS LEk-1%r REER
Zonal Care Incorporated* British Virgin Islands/ Ordinary US$2 100%  Investments in

*

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

Macau
KEABREHE/
i

Directly held by the Company

June 2005 or at any time during the year.

@R —2%T

e-commerce projects
REEFHERE

* RARRIERRE
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