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Financial Highlights
S E

Turnover
Profit from operations

Profit attributable to equity
shareholders of the Company

Total assets
Net assets

Dividend per share (HK cents)
Interim
Special
Proposed final

Earnings per share (HK cents)
Basic
Diluted

Financial ratios
Net profit margin (Note 1)
Effective tax rate (Note 2)
Current ratio (Note 3)
Quick ratio (Note 4)
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BREF (GBAL)
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BERBE (Fat2)
MEBELE (Hf5£3)
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Year ended

31 December
2005
BZ-Z2ZAfF
+=A=+—-HL
FE

HK$'000
BT T

249,101

110,293

91,397

535,035

303,619

8.80
4.32
3.00

12.5
124

36.7%
16.8%
1.69
1.69

Year ended

31 December
2004
HE-_ZZTWF
+ZA=+—Hit
FE

HK$’000
BT T

279,706

83,637

62,993

487,050

258,957

5.32

1.60

8.8

22.5%
24.6%
2.02
2.02



Turnover

HK$'000
BT

360,000

298,423
302,748
308,481
279,706

300,000

249,101

240,000
180,000
120,000

60,000

Year 01 02 03 04 05
FE

Issued and fully paid ordinary shares
At 31 December (2005: nominal
value of HK$0.2 per share,

2004 (restated): every two shares
of HK$0.1 each consolidated into
one share at HK$0.2 each)

Weighted average number of ordinary shares
(basic) outstanding
at 31 December

Note 1

03

Profit from operations
FES— gl

HK$'000
BT

150,000

127,213
125,799

125,000

110,293

94,679

83,637

100,000

75,000

50,000

25,000

Year 01 02 03 04 05
FE

BEITRAR B
R+=—A=+—HB (ZZThHF:
BRAEERE02T — T4
(F7) - MR ERBE0.17T
Bk & Ot R —IREAE0.27T
BIAR 7))
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Profit attributable to equity
shareholders of the Company
AN B R ERE AEGRR

HK$'000
BT

115,010

120,000

94,193
97,863
91,397

100,000

80,000

62,993

60,000

40,000

20,000

Year 01 02 03 04 05
FE

At At

31 December 31 December
2005 2004
R-ZZREF RZZTTNF
+=A=+—H +=—A=+—H©
000 000

TR T

777,633 719,313
729,698 719,313

Wizl JFEFIE=FRARERFEAEL BT/ ERE

Net profit margin = profit attributable to equity shareholders of the Company/turnover

Note 2
Note 3
Note 4

Effective tax rate = taxation/profit before taxation
Current ratio = current assets/current liabilities

Quick ratio = current assets minus inventory/current liabilities
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Corporate Profile
AR

Tradelink Electronic Commerce Limited (“Tradelink” or the “Company”)
was incorporated in 1988 as a joint venture between some of the most
prominent players in Hong Kong’s trading sector.

The Company became a publicly listed company on 28 October 2005. This
is therefore the Company’s first annual report. As at the date of this report,
the Company'’s shareholders include:

e The Financial Secretary Incorporated (“FSI”)

e The Hongkong and Shanghai Banking Corporation Limited
e PCCW-HKT Limited

e Swire Pacific Limited

e Modern Terminals Limited

e HACTL Investments Limited

e HIT Enterprises Limited

e The Hong Kong General Chamber of Commerce

e The Federation of Hong Kong Industries

e The Hong Kong Association of Freight Forwarding and Logistics Limited
e TAL Apparel Limited

e Standard Chartered Bank (Hong Kong) Limited

BZRETESARAR (TB5E]HIARAE])R—HN

NERIL REBEBE R LR B

AARN—_ZZRAF T AT NRER LW FIAEEARA
AENFR-NARETEBE AABARRELE:

o HEAEIRIRZEE

o BELBEYRITARAR
o HEEABRAA

o KERMHBRAR

o BHNEHIBEHEARAR

o BAATEEUERAF

e HIT Enterprises Limited

o BHLEE

o BREIXKE=

o BERREBEVREHSBERAR
o HEHERBRAF

o BITIRTT (FH) BR AR

—EHAR ARRR—KEFEZREMEER FFIRMAS
R E 2 W& R EE RS RN AARIRAE 58
FEZBAPRURELAR URERIFBNEFRY 7
LARE 5mn R SIS E A B RO AU AR A R AR 4R

To date, the Company is an electronic commerce service provider,
specializing in the provision of Government-related trade declarations and
applications. On top of these, the Company is also engaged in the provision
of security solution for both Tradelink and non-Tradelink users as well as

the development of non-Government electronic services to provide added
value to Tradelink’s customers. A schematic description of the Company’s
business model is set out in the following page and other details may be
gleaned from the main body of this report.

A B HABENE TSR ARS O EME S -

Tradelink Electronic Commerce Limited BB EBEFRHBRAF
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Business Model of Tradelink Key Services
EZBRTEREEEER

Logistics services providers
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Importers
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Exporters
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5ER
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Tradelink transaction fee
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+
Government fee
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+
e-submission of trade related documents
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e-confirmation
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Chairman’s Statement
ERHREE

Dr. LEE Nai Shee, Harry, S.B.S.,J.P. Z/&
Chairman ZJh1EtE L 0 s.B.S.  ).P.

Tradelink Electronic Commerce Limited BB EBEFRHBRAF
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Dear Shareholders,

| am honoured to be writing Tradelink’s first annual report since its public
listing on 28 October 2005.

Results

Tradelink’s core business in providing Government-related electronic trade
services in 2005 remained very stable. Profit attributable to equity
shareholders for the year was HK$91.4 million, beating the profit forecast
we issued in the prospectus by HK$6.4 million. In view of the satisfactory
results, directors will recommend the payment of a final dividend of
HK$0.03 per share or total HK$23.3 million, payable in cash. Together with
the HK$63.3 million of interim dividend declared and paid for the first eight
months of 2005 and a special dividend amount of HK$31.1 million, the
total dividend for 2005 amounted to HK$117.7 million. The proposed
payout is in line with our intended dividend policy that our dividend would
not be less than 80% of our distributable profit in respect of 2005 and
2006 respectively. As disclosed in the prospectus, we also intend our
dividend to be not less than 60% of our distributable profit thereafter in
general.

AT RER

RARRELESBREEA _TTAFTA-TN\HEA
FETT AR B0 F 3R BERRRRE-

¥iE

BB O EBRREBNETESIRE R_STHEF
—HAFIEE FIBHIKT - FARERE A RIS A8
#£9,1408 7t - I P B AR E AR 1E 1 A9 5 I TEDRI R 1 B
6408 Tt BN EEIRE EXREFBRNABEERALH
#0.037Tsk A £ HEK2 3308 T ER =TT hFE/\EA
DRI RFIRE RIRA ) B B 56,3308 T R RIS
B3 L0B TR E — ST R FNREAEAEELLT7E
T RIRDIREER BEMFE SN _TTRFR=-F
TRE T DH80% Al 5k m A VE R AR B KRR BB
F—BCHMBRERHE  RIMRE SN E R RER
AR DR BT 5 R 5 ) 60 % 1E AR 2.0

“Looking longer term, our growth policy is how best we could leverage our
service portfolio, our extensive customer base, and our experienced
management to extend our reach beyond Hong Kong.”

[REMS @ RMANEREE  EREKEZENEKAS  BERNTFER
KBREENEEE  SEBHREFRUININTS - |

Annual Report 2005 4k
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Chairman’s Statement (continued)
ETEREE @

Review
A number of developments in 2005 are worth singling out for mention.

Tradelink acquired its own office premises in 2005. Other than one of its
call centres and its Customers Services center which are separately located,
all other units moved together into the new offices in mid September 2005.
Apart from providing a conducive environment and work place, this is also
expected to generate significant cost savings for the future.

And of course, | should mention our public listing which took place on 28
October 2005. We are appreciative of the market reception our initial public
offer (“IPO”) has received from the investment community, given that there
are not many companies in similar business in Hong Kong and our
business model is not that easy to understand at first glance.

One of the key drivers for the future growth for Tradelink is the Digital Trade
and Transportation Network (“DTTN"), a joint venture with the Hong Kong
SAR Government to provide a computer platform on which different
business sectors can exchange electronic documents and data, for their
supply chain activities.

All required legal documents were executed with the Government in August
2005. Construction of Phase 1 of the DTTN platform was completed in late
2005 and selected pilot users started to send live transactions using the
DTTN platform in January 2006. On 17 February 2006, the Finance
Committee of the Legislative Council approved the Government'’s
investment of HK$31.5 million in the DTTN project for eventually about
21% of the equity. It is expected another 28% of the equity will be allocated
shortly, mostly to leading Hong Kong trade associations.

)
—ETRFEEASARREEDRE:

BEZREN_ZERFEBRAEMHE BT HP —EXR
ROREPIRBHLIID RN FEEMEMHER
ELRFENATBAFMAE LB MERM T BENARE
R TRz R B R INATAKRE B R AR

PMETROZERMR _ZTRAF+A-+/\BEX LH-MH
RERELERUERBHNARHAE 7% MEFIHEERER
IAES—B T4 Eib R ERRFERRERE R HH
M5 R EIEE BRI -

BSBARNER —HFrERRYNEHUGE FERERE
Z#i(Digital Trade and Transportation Network, DTTN) e It
IHEH REBBRRBFEENE ERE RTRZERKHE
BEBRHEFAERMARIRNEM T A

BMER =TT HEFE/\ REBTE A L EHEEX T
DTITNFAKE —HERER ST RFFRTH MmiFH
RAPERZZZRF— ARBAADTTNT & FXANRR
S5 —TTXRF_A+EH EEWBEE e IERFYE
DTTNIE B 1B &H3,1508 7T ' #E ARG R 4921 % HY AR
o BFITBRT SRR DL B IN28% I E 2 HE T
BEEETEEE-

Tradelink Electronic Commerce Limited BB EBEFRHBRAF
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Prospects

We expect volume and revenue for Tradelink’s core electronic services
should hold steady or improve in 2006 and the Company is confident of its
ability to maintain or to improve its market share of the Government
services it is providing.

The DTTN project is progressing according to plan. The next task will be to
see how soon we can make the DTTN business contribute to Tradelink’s
bottom line.

Looking longer term, our growth policy is how best we could leverage our
service portfolio, our extensive customer base, and our experienced
management to extend our reach beyond Hong Kong, the first priority for
which is obviously the Mainland. Given the rapid economic development in
the Mainland that we are witnessing, it behoves us to choose carefully the
right opportunities to do so.

Lastly | would take this opportunity to extend my deepest appreciation to all
our shareholders, our business partners, our management team led by our
Chief Executive Officer, Justin YUE, and to all Tradelink employees. Without
you, we would not have achieved what we have. | look forward to your
continued support in making 2006 another successful year.

Dr. LEE Nai Shee, Harry, S.B.S., J.P.
Chairman

Hong Kong, 23 March 2006
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RE

R2-TTAG AANRLETRBENZDEREA
IR TR IR T IR ST RS T RFTVA B
AR IRE B L

DTTNIE B [EIZatEER KM T — 2 BRREZIDTTN
X% AL BT TIER.

REME ZAMNEREER TEEEEZHENRGES &
FNEFPEMEREENERE HRGIHRETEUINY
M5 LR R AT 5 - S AR & RAR - F IR
EBHBR Mg/ MOEE-

RIZ AABREHLEE MARBRR EHEBH 1TRAEE
REEELE BHREERER2EB THH RMZAAE
SREEEER BEREMH R ANRY S04
BB FEEMN _ZTRFEHAIEE!

FE
ZiEE L SB.S. 0 )P,

B —EERNF=A=+=H



10

Business Review
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As this is the first Annual Report of the Company since its public listing on
28 October 2005, and the majority of the business activities in 2005 have
already been covered in the prospectus, this is almost an update on the
prospectus.

In short, we have achieved in all material aspects our plan for 2005, the key
initiatives for which are disclosed in the prospectus issued incidental to our
listing in October 2005.

In 2005, the Company and its subsidiaries (the “Group”) continued its
leading position in the market for the provision of front-end Government
Electronic Trading Services for processing certain official trade-related
documents. During the year, we commanded an absolute majority in
market share in relation to Import/Export Declarations (“TDEC”) and
Dutiable Commodities Permits (“DCP"). In addition, we are the sole
provider of Government Electronic Services in relation to Certificates of
Origin, electronic submission of manifests in respect of cargoes carried by
air, rail or water, Production Notification and Notice under Textile Trader
Registration Scheme. Our services are accessible by registered and non-
registered customers. As at 31 December 2005, our registered customers
are in excess of 54,000.

We also pioneer the provision of digital certificates and the establishment of
DTTN services platform in Hong Kong.

The Company was successfully listed on the Main Board of The Stock
Exchange of Hong Kong Limited (“the SEHK”) on 28 October 2005.

Operating Performance

Turnover for the year was HK$249.1 million. This is lower than the turnover
of HK$279.7 million in 2004 mainly due to the cessation of the Restrained
Textiles Export Licence Application service following the worldwide
elimination of quotas for textiles and garment on 1 January 2005.

Operating expenses (excluding depreciation and impairment loss) remained
flat at HK$130.1 million for the year ended 31 December 2005 as
compared to HK$131.4 million last year. As part of our ever conscious cost
control efforts, the Company acquired and moved into its own premises in
September 2005. Apart from generating around HK$2.0 million in rental
savings per year, the Company is now insulated from the fluctuations of the
office property rental market.

Annual Report 2005 4%k
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Business Review (continued)
£EOEE w

Charges for impairment on investment in unlisted equity securities of
HK$40.0 million were taken in last year. No similar charge was recorded in
2005.

Depreciation decreased by 39% to HK$15.6 million due to lower
depreciation on computer equipments following the disposal of obsolete
equipments in last year.

Despite lower turnover, our profit before taxation increased by 31% to
HK$109.9 million.

Profit attributable to equity shareholders of the Company surged 45% from
HK$63.0 million in 2004 to HK$91.4 million in 2005 and exceeded the
profit forecast for the year of HK$85.0 million, as disclosed in our
prospectus dated 18 October 2005.

Basic earnings per ordinary share of HK$0.2 each increased by 42% to HK
cents 12.5 as compared to HK cents 8.8 in 2004.

The Company completed, except for the Certificates of Origin and
Production Notification services, all the system upgrades necessitated by
the corresponding changes by Government to its computer system early in
2005. This was followed by a process of migrating all our registered
customers either to a new version of customer software or a web solution.

All this was completed ahead of schedule in November 2005. During the
year of 2005, total expenses for the relevant upgrade or migration
amounted to approximately HK$10.0 million.

EFREF EMBRAFEFARES 2 E%4,0008 &
AR —RRRAFWEBAL -

HREFHERERBR AHEMRIEOTERD &I
BERA39%Z 15608 T

BE S X T R ADE D EF31% 2= 8% 1.09918

JC°

WA EER =TT RF T+ A+ /\BFIBENBRERE
B AR RRESE ARIDEFEF45% - BT TOFER
75 #56,3008 TTIL I E =TT A FAYBH59,1408 T Witk
NG FE /Y5 A1) FERI A 68, 50088 7T ©

BRBK0 TN EBRNERERRN K125l B
ZZPNERB.87EI EF+42% °

BREMRREREERNERBEIN AARER_ZTHF
FIZERKFA BT &K - S A8 2 B R ATE T RATRTT =1tk
BABE BT HEBIMRAT PR R ARRT =
EHEFRRERE_ZTRAF+— ARTR-R_2TH
F BT R BR A A RE1,0008 T
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Similar work relating to the Certificates of Origin/Production Notification is
expected to be completed by June 2006. Costs in doing this in 2006 are
likely to be half of the costs in 2005, and zero in 2007.

New Services

In 2005, a new category of digital certificate has been created by our
subsidiary, Digi-Sign Certification Services Limited, to enhance the security
solutions currently on offer to Tradelink and non-Tradelink customers. The
market reception to new products has been encouraging. New customers
included banks, professional bodies and stockbrokers.

Digital Trade and Transportation Network

A considerable amount of resources in 2005 was devoted to the DTTN, to
develop and operate a computer platform to provide electronic document
and data exchange services for supply chain activities. All legal documents
required with Government were executed in August 2005. Phase 1 of the
construction of the platform was completed in December 2005 and
selected pilot customers have started transmitting live transactions since
January 2006.

FSI's investment of HK$31.5 million in the Digital Trade and Transportation
Network Limited (“DTTNCo”) was completed and executed in February
2006 following the approval of funding by the Finance Committee of the
Legislative Council.

Full commercial launch of the DTTN services is scheduled for later 2006.
Development of Phase 2 of DTTN will take place in parallel, scheduled to
be completed early in the fourth quarter of 2006.

AR E S AORE R A BB E OELL T TR =TT
FRARR BTN FEITUE ZRAR R TERFH
— PRLEZRARE

AR A%

RZZEZRF AEENNBRREFZERBERAFK
DREFERSES et BRR‘TEZBIIFEZAR
FPHYRZBATD RS A MERNRES AT
BRERIT ZXERBIRRER-

RESERPRRS

REBER _ZZRFRUIDEIRNDITNRSE L - AR
RSEERT 6 RERRESIRMEF XM RBEZIER
B MARNABNERXMER—FTRAFN\AHIT A
ARIEN-ZTTRF+ - ARKBESE T A mEkE
MAREFPE B _ZERF— ARGEXRNBERXZHAE

MR AR AR ESDA S MR B S BTG ENEEE
B S ERBERARAT (DTTNCol) B3, 1508 TR E
ER_EENF_ATKEET

DITNTER TR =TT NG AL E K L £ M5 DTTNSE — 5
BRGRFET BER ST NEFUF5THKe
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Management Discussion and Analysis
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Liquidity and Financial Position

As at 31 December 2005, the Group had a total cash and bank balances of
HK$317.2 million (2004: HK$417.5 million). The decrease in cash balance
during the year was mainly due to the payment of dividends to the
shareholders before public listing at the total amount of HK$105.9 million,
payment for purchases of fixed assets at the total of HK$91.0 million and
net receipts from the funds raised from the initial public offer at the amount
of $58.4 million. The net assets of the Group amounted to HK$303.6
million (2004: HK$259.0 million).

As at 31 December 2005, the Group had no borrowings.

Capital and Reserves

As at 31 December 2005, the capital and reserves attributable to equity
shareholders of the Company were HK$303.6 million, which had increased
from the amount of HK$259.0 million at the end of 2004 by HK$44.6
million.

Segment Reporting

No segment information is presented in respect of the Group’s business
and geographical segments. Throughout the year, the Group has been
operating principally in a single business and geographical segment, i.e. the
operation of electronic trading services in Hong Kong.

TEE S EI AR

REZFZAF+-A=+—R FEENRE RRITHERE
BARKE3172(ET (ZTTWF B¥4.17587T) - FRHE
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7e) @
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Annual Report 2005 4%k



16

Charge on Assets and Contingent Liabilities

As at 31 December 2005, the Group had obtained two performance
bonds from The Hongkong and Shanghai Banking Corporation Limited
with an aggregate amount of HK$2.1 million as the guarantee to the
Government for the due performance of the Government Electronic
Trading Services Agreements. The performance bond line facility is
secured by a charge over deposit in the amount of HK$2.1 million. The
facility is subject to review on an annual basis.

The Group did not have any other charges on assets.

The Group has provided a bank guarantee amounted to HK$1.2 million,
in respect of a revolving credit facility granted to KAZ Computer
Services Hongkong Limited, an associate of the Group. The guarantee
is a continuing security and shall not be released or discharged until
the expiration of six months after the payment, discharge or satisfaction
in full of the guaranteed liability.

Employees and Remuneration Policy

At 31 December 2005, the Group employed a work force of 293 (2004
296). All of these employees were working in Hong Kong. The related
staff costs for the year totaled HK$80.1 million (2004: HK$83.0 million)

The Group’s remuneration policy is that all employees are rewarded on
the basis of the market salary levels. In addition to salaries, the Group
provides staff benefits including medical insurance and contribution to
staff’s mandatory provident fund. To motivate and reward all levels of
employees to achieve the Group’s profit target, the Group has
established a discretionary performance bonus scheme. Payment of
discretionary performance bonus depends on the actual financial
performance of the Group. The Group also operates two employee
share option schemes to motivate employees’ performance.

EERARIAAR

R-ZEAF+-A=+— A AEEESE LEELRT
REMHEOREA KL EEN2108 T (EARITRBAT
PSRBT E T E 5 RISHh# R ORR BORBEEANE
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Exposure to Fluctuation in Exchange Rates and Related Hedges
As at 31 December 2005, the Group had no foreign exchange exposure
and related hedges.

Application of IPO Proceeds

The Group has been working very closely with a number of partners to
ready a limited scale RFID (radio frequency identification) solution that
could be used by suppliers to provide a better information flow to their
buyers. A number of potential customers have been identified and the
partners expect to initiate discussions with these in the near future to
gauge their receptiveness to the proposed solution.

None of the listing proceeds was utilized in 2005.

Annual Report 2005 4k
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Corporate Governance Report
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In the opinion of the Directors, the Company has complied with the code
provisions set out in the Code on Corporate Governance Practices (CG
Code) contained in Appendix 14 of the Rules Governing the Listing of
Securities on the SEHK (Listing Rules) since our IPO date being 28 October
2005 to 31 December 2005, save for the code provisions on internal
controls, which are to be implemented for accounting periods commencing
on or after 1 July 2005 pursuant to the announcement of the SEHK issued
on 19 November 2004. The Audit Committee is now reviewing the internal
control system, which will soon be implemented.

Board of Directors

The Company is led and controlled through the Board of Directors, which is
constituted by 2 Executive Directors, 8 Non-executive Directors, including
the Chairman of the Board, and 3 Independent Non-executive Directors.
The 3 Independent Non-executive Directors have all confirmed in writing to
the Company that they meet all the guidelines for assessing independence
set out in rule 3.13 of the Listing Rules.

The Board oversees the overall management and operations of the
Company. Major responsibilities include approving the Company's overall
business, financial and technical strategies, setting key performance
targets, approving budgets and major expenditures, supervising and
scrutinizing the performance of management.

There is no service contract between the Company and the Non-executive
Directors and Independent Non-executive Directors. They have no fixed
term of service with the Company but will be subject to rotational retirement
and re-election requirement at annual general meetings pursuant to Article
100 of the Articles of Association of the Company. Pursuant to that Article,
one half of the Directors shall retire but may be eligible for re-election at
each annual general meeting.

The Board has adopted the Model Code set out in Appendix 10 of the
Listing Rules and the Directors have fully complied with it.

The emolument payable to Directors is determined by the Board with
reference to the Directors' duties and responsibilities.
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Pursuant to relevant provisions of the Articles of the Company, the Board
meets regularly for at least four times a year, i.e. at approximately quarterly
intervals. In addition, special meetings of the Board will be convened if the
situation requires so. During the calendar year of 2005, the Board

convened a total of eight times and the attendance of the Directors are

tabulated as follows:

Name

Chairman
Dr. LEE Nai Shee, Harry, S.B.S., J.P.

Non-executive Directors

Mr. Hubert CHAK

Dr. CHEUNG Yiu Sing

Mr. Alistair CURRIE

Mr. LAU Kam Kuen, David
Mr. LO Sze Wai, Albert

Mr. NG Chik Sum, Jackson
Mr. YING Tze Man, Kenneth

Independent Non-executive Directors
Dr. FONG Ching, Eddy

Mr. HO Lap Kee, Sunny

Mr. WONG Tin Yau, Kelvin

Executive Directors
Mr. YUE Kwok Hung, Justin (Chief Executive Officer)
Ms. CHUNG Shun Kwan, Emily

(Chief Operations Officer)

Directors resigned during 2005
Mr. Martin CUBBON

Mr. JIANG Wei

Mr. KAN Kam Chan, Patrick

Mr. LEUNG Kwan Yuen, Andrew
Mr. YUEN Man Chung, Tommy
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Committees of the Board
The Board has established the following committees: the Audit Committee,
the Remuneration Committee and the Nomination Committee.

Audit Committee
The Audit Committee consists of 3 Non-executive Directors; 2 of them are
Independent Non-executive Directors.

e Dr. FONG Ching, Eddy, S.B.S., J.P. (Chairman)
e Mr. WONG Tin Yau, Kelvin
e Mr. Hubert CHAK

The Audit Committee oversees the overall financial reporting process as
well as the adequacy and effectiveness of the Company's internal control.
In addition, it is responsible for making recommendations to the Board for
the appointment, reappointment or removal of the external auditor. It also
reviews and monitors the external auditor's independence and objectivity as
well as the effectiveness of the audit process to make sure that it is in full
compliance with applicable standards.

Report of Audit Committee

In 2005, the Audit Committee convened four times. In addition to reviewing
and approving the various audit plans and audit reports prepared by the
Internal Audit Department of the Company, it has also reviewed the interim
and yearly financial reports of the Company.

Auditors’ Remuneration

During 2005, the audit and non-audit fees payable/paid to KPMG was
made up of an audit fee of HK$0.4 million and a non-audit related service
fee of HK$1.2 million. The latter included taxation service and professional
service for the issuance of new shares.

Remuneration Committee
The Remuneration Committee consists of 3 Non-executive Directors; 2 of
them are Independent Non-executive Directors.

e Mr. WONG Tin Yau, Kelvin (Chairman)

e Dr. LEE Nai Shee, Harry, S.B.S., J.P.
e Mr. HO Lap Kee, Sunny
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Remuneration Committee (continued)

The Remuneration Committee is responsible for making recommendations
to the Board on the Company's policy and structure for all remuneration of
Directors and senior management.

The remuneration of Directors is determined by the Board based on the
advice of the Remuneration Committee with reference to their
responsibilities with the Company. During the year, the Remuneration
Committee convened two times and made recommendations to the Board
regarding the remuneration policy of the Company.

Nomination Committee
The Nomination Committee consists of 3 Non-executive Directors; 2 of
them are Independent Non-executive Directors.

e Mr. HO Lap Kee, Sunny (Chairman)
e Dr. LEE Nai Shee, Harry, S.B.S., J.P.
e Dr. FONG Ching, Eddy, S.B.S., J.P.

The main duty of the Nomination Committee is to review the structure, size
and composition of the Board and to select suitable Board members.

The selection of individuals to become Directors is based on assessment of
their professional qualifications and experience. The Nomination Committee
held its first meeting in July 2005.
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Directors and Senior Management
SEZENaREIEE

Directors

Chairman and Non-executive Director

Dr. LEE Nai Shee, Harry, S.B.S., J.P., aged 63, was appointed a Director on
19 September 2000. He is also our Chairman. He was educated in both the
United Kingdom and the United States. He holds a Bachelor’'s degree in
Electrical Engineering from the Imperial College of Science and Technology,
London, the United Kingdom and a Doctorate from Brown University, the
United States. He joined Textile Alliance Limited in Hong Kong in 1979 as a
Director and in 1983, was appointed Managing Director of TAL Apparel
Limited, which currently employs over 20,000 employees. He has over 20
years’ experience in the garment and trading industry. He is actively
involved in a number of trade organizations in Hong Kong. He was the
Chairman of the Innovation & Technology Fund (Textiles Projects) Vetting
Committee and is currently the Honorary Chairman of the Hong Kong
Garment Manufacturer’s Association, as well as Chairman of Textile Council
of Hong Kong Ltd. He is also a member of the Textiles Advisory Board as
well as a council member of The Hong Kong Polytechnic University and the
Vocational Training Council. He was named in the Queen'’s birthday
honours list as an Officer of the British Empire (OBE) in 1996. He was
appointed a Justice of Peace (J.P.) in 1997 and was awarded the Silver
Bauhinia Star (S.B.S.) at the Fourth Anniversary of the Establishment of the
HKSAR in 2001.

Executive Directors

Mr. YUE Kwok Hung, Justin, aged 64, was appointed a Director on 1 August
1996. He has also been our Chief Executive Officer since 1996. Mr. Yue
has over 30 years’ experience in the trade and commerce industry. Prior to
joining us, he had worked at executive level both in the Government and
the local trading community. He joined the Government in 1968 in what
was then the Commerce & Industry Department and progressed to become
Deputy Commissioner of Trade, Industry and Customs in 1979. In 1983, he
moved to the Trade and Industry Branch of the Government Secretariat. He
left the Government in 1985 to join the private sector as a Senior Executive
of Winner Garments Ltd. He is active in a number of trade associations and
advisory bodies including the Federation of Hong Kong Industries Group,
Trade & Industry Advisory Board, Hong Kong Logistics Development
Council, Hong Kong Garment Manufacturers Association and Textile
Council. He is also an Independent Non-executive Director of Dah Sing
Financial Holdings Limited, Dah Sing Life Assurances Company Limited
and Winsor Industrial Corporation Limited. He graduated from the
University of Hong Kong with a First Class Bachelor of Arts Honours degree
in 1965.
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Directors and Senior Management (continues)
EERENEEE w

Ms. CHUNG Shun Kwan, Emily, aged 49, was appointed a Director on 13
May 2005. She is also our Chief Operations Officer and is responsible for
the management of our activities in the areas of business development,
marketing and sales, customer services, training and service centres. Since
joining us in 1992, she has gained 13 years of experience in the e-
commerce industry. Prior to joining us, she worked in the Government
Secretariat of the Hong Kong Government for over 11 years. She graduated
from the University of Hong Kong with a Bachelor of Science degree and a
Master of Science degree in Engineering.

Non-executive Directors

Mr. LAU Kam Kuen, David, aged 39, was appointed a Director on 7 March
2005. Mr. David Lau joined the Hong Kong Government as an
Administrative Officer in 1992. He has since served in various positions
within the Government, including as Assistant Commissioner of the London
Economic and Trade Office, Principal Assistant Secretary for the
Environment and Food, and Administrative Assistant to the Secretary for
Health, Welfare and Food. He joined the Financial Services and Treasury
Bureau in March 2005 as Principal Assistant Secretary (Investments). His
responsibilities include financial policy for public corporations, evaluation of
the financial aspects of corporatization, privatization and infrastructure-
related project proposals, and the management of the Government’s Capital
Investment Fund and the Loan Fund. He has over 10 years’ experience in
public sector administration and management. Mr. Lau obtained a
Bachelor of Science degree and a Master of Arts degree from King's
College, University of London.

Mr. Hubert CHAK, aged 44, was appointed a Director on 21 October 2002.
He is an Executive Director of Pacific Century Premium Developments
Limited and a member of its executive committee. He became a Director of
Pacific Century Premium Developments Limited in May 2004. He is also
currently the Company Secretary and Director of Mergers and Acquisitions
of PCCW Limited, which he joined in October 1999. He has more than 10
years’ experience in corporate finance transactions and previously worked
for a number of financial institutions, as well as a well-known firm of
certified public accountants in Hong Kong. He is a graduate of the
University of Wales (now known as Cardiff University) in the United
Kingdom and holds a Master of Business Administration degree and a
Bachelor of Science degree in Mechanical Engineering.
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Mr. YING Tze Man, Kenneth, aged 50, was appointed a Director on 16
September 1996. He is an Executive Director of Hongkong International
Terminals Limited. He is responsible for the financial matters of Hutchison
Ports’ business units in South China. He is a member of the Hong Kong
Institute of Certified Public Accountants and also a fellow member of the
Chartered Association of Certified Accounts, the United Kingdom. Before
joining Hongkong International Terminal Limited, he was the Finance
Director of Hong Kong-listed Fairwood Holdings Limited. He has 10 years’
experience in the logistics sector and 15 years’ experience in accounting,
finance and administration.

Mr. LO Sze Wai, Albert, aged 56, was appointed a Director on 13 May 2005.
Having joined Cathay Pacific Airways Limited in 1993, Mr. Lo was the
Manager for Cargo Hub Operations before taking up his current position as
Manager for Cargo Services, with responsibility for the system-wide cargo
operations. He is also the Chairman of Carrier Liaison Group, which is a
forum primarily consisting of airlines and ground handling agents at the
Hong Kong International Airport and dealing with matters related to air
cargo, mail, courier and express cargo handling. Prior to joining Cathay
Pacific Airways Limited, Mr. Lo was involved in cargo operations at Pan
American World Airways and United Airlines respectively before embarking
on freight forwarding operations at Benson Air and Sea Cargo, NAF
Airfreight, Danzas and Infolink in Hong Kong and Canada respectively. Mr.
Lo has over 35 years’ experience in the cargo and freight forwarding
industry.
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Directors and Senior Management (continues)
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Mr. NG Chik Sum, Jackson, aged 45, was appointed a Director on 1 August
1999. He is also the Chief Financial Officer of Modern Terminals Limited
and an Independent Non-executive Director of Computech Holdings
Limited, a Growth Enterprise Market listed company. He is a Fellow
member of the Hong Kong Institute of Certified Public Accountants. He has
extensive experience in financial management. He obtained a Master of
Business Administration degree from the Hong Kong University of Science
and Technology and Master of Science degree from the Chinese University
of Hong Kong. Mr. Ng previously served as Financial Controller for Lam
Soon Group, a listed company in Hong Kong. Prior to joining Modern
Terminals, he served as the Finance Director for East Asia for Allergan Asia
Limited.

Dr. CHEUNG Yiu Sing, aged 54, was appointed a Director on 23 March
2004. He is the Senior Director-Certification of the Hong Kong General
Chamber of Commerce. He joined the Chamber in 1990 and worked in
various areas including international business, industrial affairs, corporate
affairs, membership and human resources and certification services. His
current job portfolio covers the area of trade document certification and
finances. He was born in Hong Kong and graduated from the Chinese
University of Hong Kong with a Bachelor of Science in mathematics. He
then studied in France and obtained a Doctorate degree in mathematics
from Paris University VII. He had served as a Board member on the China
Studies Course Advisory Committee of the Baptist University and the
Advisory Board for the Department of Social Science of Lingnan University.

Mr. Alistair CURRIE, aged 38, was appointed a Director on 19 June 2004.
He has worked for HSBC for over 14 years, having joined HSBC in London
after graduating from Imperial College in London with a Master of Science
degree in Management. He has overall responsibility for the Bank’s trade
services businesses throughout the Asia Pacific region, encompassing 21
countries and territories. Prior to becoming Head of Trade Services Asia
Pacific, Mr. CURRIE was Chief Operating Officer of Wells Fargo HSBC
Trade Bank N.A. in the United States. He has previously held trade finance
and other banking roles in Hong Kong, the United States, Indonesia and
the United Arab Emirates, as well as business and strategic planning roles
in HSBC’s Middle East and Asia Pacific head offices.
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Independent Non-executive Directors

Dr. FONG Ching, Eddy, S.B.S., J.P., aged 59, was appointed a Director on 13
May 2005. He was also appointed as the Chairman of the Audit Committee
and a member of the Nomination Committee.

Dr. Fong is a certified public accountant and was formerly a senior partner
of an international accounting firm, PricewaterhouseCoopers. He has over
30 years’ experience in accounting. Currently he is an Independent Non-
executive Director of China Resources Power Holdings Company Limited
and Parkson Retail Group Limited (listed on the Main Board), and
SUNeVision Holdings Ltd (listed on the Growth Enterprise Market of the
SEHK), and a Non-executive Director of Li Ning Company Limited (listed on
the Main Board).

Apart from pursuing an active professional career, Dr. Fong is active in
public and community services in Hong Kong. He is currently a Non-
executive Director of the Securities and Futures Commission, a Director of
Hong Kong Applied Science and Technology Research Institute Company
Limited and a Council Member of the Open University of Hong Kong. He
was appointed a Justice of Peace (J.P.) in 1996 and awarded the Silver
Bauhinia Star (S.B.S.) in 2000 by the Government of the Hong Kong
Special Administrative Region of the People’s Republic of China.

Dr. Fong graduated from the University of Kent in the United Kingdom and
was conferred Honorary Doctor of Civil Law in 1997.
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Directors and Senior Management (continues)
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Mr. HO Lap Kee, Sunny, aged 45 was appointed a Director on 13 May 2005.
Mr. Ho is the Executive Director of the Hong Kong Shippers’ Council. He
has over 20 years’ experience in the Shipping and Logistics industry. As he
now shapes the thrust of the Shippers’ Council mandate as the voice of the
Hong Kong shippers, he has considerable experience in aspects of trade
and transport of goods. Prior to the Shippers’ Council, he was Deputy
Managing Director of Swire Shipping Agencies and Taikoo Maritime
Services Ltd, gaining experience in liner shipping, warehousing, container
haulage, mid-stream operations, China feeders, transport and logistics
services. Mr. Ho is a member of the Port Development Advisory Group of
the Port Development Council, the Port Operations Committee, and the
Transport & Shipping Committee of the Hong Kong General Chamber of
Commerce. He is heavily involved in various working groups of the
LOGSCOUNCIL. He was appointed as the Chairman of Logistic Committee
of the Chartered Institute of Transport and Logistics of Hong Kong for 2003-
2004, and Advisor to the Chamber of the Hong Kong Logistics Industry and
Shenzhen Ports & Harbour Association. He was a member of the
Dangerous Goods Standing Committee for several years and Chairman of
the Hong Kong Liner Shipping Association for 1993-1995.

Mr. WONG Tin Yau, Kelvin, aged 45, was appointed a Director on 13 May
2005. He is a Deputy Managing Director, Executive Director and the
Chairman of the Corporate Governance Committee of the Board of Directors
of COSCO Pacific Limited. Mr. Wong is an associate member of the
Chartered Institute of Bankers, Deputy Chairman of the Hong Kong Institute
of Directors, a member of the Hong Kong Securities Institute, a member of
the Chartered Institute of Marketing, a member of the National Investor
Relations Institute in the United States, a vice chairman of the Hong Kong
Chinese Orchestra Limited and member of the 2005 China Trade Advisory
Committee of the Hong Kong Trade Development Council. He obtained his
Master of Business Administration degree from Andrews University in
Michigan, the United States in 1992. He has more than 20 years’ working
experience in the banking and securities industries. Before he joined
COSCO Pacific Limited in July 1996, he was a Senior Manager in the
Corporate Finance Division of Chuang’s China Investments Holdings
Limited and the Group General Manager of Termbray Industries Holdings
Limited. Mr. Wong is also an Independent Non-executive Director and
Chairman of the Audit Committee of the Board of Directors of China Metal
International Holdings Inc. (listed on the Main Board). He is also an
Independent Non-executive Director of CIG Yangtze Ports PLC (listed on
the GEM-Board). He is responsible for the overall management and investor
relations of COSCO Pacific Limited.
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Senior Management

Mr. LI Fuk Kuen, Wilfred, aged 55, is our Chief Financial Officer, and is
responsible for all our financial management activities including financial
accounting and reporting, treasury, budgeting, financial planning and
control. He has over 30 years’ experience in finance and accounting. Prior
to joining us in 1997, he held the post of Senior Manager in the Finance
Division of Hong Kong Telecommunications Limited. He holds a Master’s
degree in Business Administration and a Master of Science degree in
Logistics. He is a member of the Chartered Institute of Management
Accountants in the United Kingdom and is also a member of the Hong
Kong Institute of Certified Public Accountants.

Mr. YUEN Kam Ming, Alfred, aged 43, our Chief Technology Officer, is in
charge of all our technical service activities. He has more than 20 years’
experience in the industry of information technology, and has been with us
since 1993. Mr. Yuen graduated from the Simon Fraser University of
Vancouver, B.C., Canada, with an honours degree in Computing Science in
1986. He then spent his early stage of career development in The
Hongkong and Shanghai Banking Corporation Limited.

Mr. CHENG Chun Chung, Andrew, aged 36, is our Senior Vice President
(Business Development). He joined Digi-Sign, our subsidiary, in 2002. He
has over 10 years’ experience in IT related business. He was involved as a
technical specialist in a consultancy proposal on the setting up of a Public
Key Infrastructure (PKI) by the Hong Kong Government. He holds a Master
of Commerce in Information Systems from the University of New South
Wales, a Master of Engineering from the University of Sydney, a Bachelor of
Engineering with Honors in Electrical Engineering from the University of
Sydney and a Bachelor of Science from the University of Sydney. Prior to
joining us, he was a Manager of Professional Services in Baltimore
Technologies Limited.
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Directors and Senior Management (continues)
EERENEEE w

Mr. NG, Paul, aged 46, is our Senior Vice President (Customer Service). He
has worked in the areas of customer service and management since 1982.
Prior to joining us in 1996, he held various positions at American Express
International Inc.. During his term as a Manager of Customer Service, he
was responsible for the overall servicing of card-members and service
establishments. Mr. Ng holds a Diploma of Management Study.

Mr. LIU Kin Ming, William, aged 40, has been the Company Secretary since
13 March 2001. He is a solicitor admitted in Hong Kong on 12 July 1997
and in England and Wales on 1 July 1998. Mr. LIU holds a Bachelor of
Science with Honours from the University of Hong Kong, a Master of
Philosophy from the Chinese University of Hong Kong, a Master of Laws
(Chinese and Comparative Law) with Credit from the City University of Hong
Kong and a Post Graduate Certificate of Laws from the University of Hong
Kong.
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Report of the Directors
EERHEE

The Directors have pleasure in submitting their annual report together with
the audited financial statements for the year ended 31 December 2005.

Principal Place of Business

The Company is incorporated and domiciled in Hong Kong and has its
registered office and principle place of business at 11th and 12th Floors,
Tower B, 63 Wo Yi Hop Road, Kwai Chung, Hong Kong.

Principal Activity

The principal activity of the Company is the provision of front-end
Government Electronic Trading Services for processing certain official
trade-related documents.

The principal activities and other particulars of the Company’s subsidiaries
are set out in note 16 on the financial statements.

Major Customers and Suppliers

The information in respect of the Group’s sales and purchases attributable
to the major customers and suppliers respectively during the financial year
is as follows:

The largest customer BARF

Five largest customers in aggregate AREPAEET
The largest supplier BAHIER
Five largest suppliers in aggregate ARHEREE

PCCW-HKT Limited, a shareholder of more than 5% of the Company’s
share capital, is a provider of telecommunication services to the Group and
is among the five largest suppliers to the Group.

Apart from the foregoing, at no time during the year have the directors,
their associates or any shareholder of the Company (which to the
knowledge of the directors owns more than 5% of the Company’s share
capital) had any interest in these major customers and suppliers.
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Report of the Directors (continued)
EFEEREEw

Financial Statements

The profit of the Group for the year ended 31 December 2005 and the state
of the Company’s and the Group’s affairs at that date are set out in the
financial statements on pages 44 to 117.

Transfer to Reserves

Profit attributable to equity shareholders, before dividends, of
HK$91.4 million (2004: HK$63.0 million) have been transferred to
reserves. Other movements in reserves are set out in note 24 to the
financial statements.

An interim dividend of HK cents 8.80 per share giving effect to the share
consolidation (2004 (restated): HK cents 5.32 per share giving effect to the
share consolidation) and a special dividend of HK cents 4.32 per share
giving effect to the share consolidation (2004: nil) were paid on 17 October
2005. The Directors now recommend the payment of a final dividend of HK
cents 3.00 per share after share consolidation (2004 (restated): HK cents
1.60 per share giving effect to the share consolidation) in respect of the
year ended 31 December 2005.

Fixed Assets
Movements in fixed assets during the year are set out in note 14 to the
financial statements.

Share Capital
Details of the movements in share capital of the Company during the year
are set out in note 24(a) to the financial statements.

On 14 October 2005, an ordinary resolution was passed by all shareholders
of the Company at the extraordinary general meeting to effect the share
consolidation pursuant to which every two ordinary shares of HK$0.10 each
in the capital of the company, both issued and unissued, were consolidated
into one ordinary share of HK$0.20 each.

On 28 October 2005, the Company issued 58,320,000 new shares of
nominal value of HK$0.20 per share at HK$1.25 each to the subscribers of
the new shares for the listing of the Company’s shares on the Main Board of
the SEHK. As at 31 December 2005, the authorised share capital of the
Company was HK$250.0 million, divided into 1,250 million ordinary shares,
777,632,500 of which were issued and credited as fully paid.
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Directors
The Directors during the year and up to the date of this report were:

Chairman and Non-executive Director
Dr. LEE Nai Shee, Harry, S.B.S., J.P.

Executive Directors
Mr. YUE Kwok Hung, Justin
Ms. CHUNG Shun Kwan, Emily (appointed on 13 May 2005)

Non-executive Directors
Mr. LAU Kam Kuen, David (appointed on 7 March 2005)
Mr. Hubert CHAK
Mr. YING Tze Man, Kenneth
Mr. LO Sze Wai, Albert (appointed on 13 May 2005)
Mr. NG Chik Sum, Jackson
Dr. CHEUNG Yiu Sing
Mr. Alistair CURRIE
Ms. LEUNG Man Ching, Maggie (ceased to be alternate to
Mr. Martin CUBBON
on 23 February 2005)
Mr. SIU Man Tat, Martin (ceased to be alternate to
Mr. YUEN Man Chung, Tommy
on 7 March 2005)
(appointed to be alternate to
Mr. LAU Kam Kuen, David
on 7 March 2005 and
ceased on 13 May 2005)
Mr. YUEN Man Chung, Tommy (resigned on 7 March 2005)
Mr. CHOW Shiu On, David (ceased to be alternate to
Mr. NG Chik Sum, Jackson
on 13 May 2005)
Mr. KAN Kam Chan, Patrick (resigned on 13 May 2005)
Mr. BIEN Chia Chen, Andy (ceased to be alternate to
Mr. KAN Kam Chan, Patrick
on 13 May 2005)
Mr. James Steed TSIEN (ceased to be alternate to
Mr. YING Tze Man, Kenneth
on 13 May 2005)
Mr. Martin CUBBON (resigned on 13 May 2005)
Mr. SINN Chung Ming, Anthony (ceased to be alternate to
Mr. JIANG Wei on 13 May 2005)
Mr. LEUNG Kwan Yuen, Andrew (resigned on 13 May 2005)
Mr. MAK Kui Yin, Louis (ceased to be alternate to
Mr. LEUNG Kwan Yuen, Andrew
on 13 May 2005)
Mr. Stuart Kennedy NIVISON (ceased to be alternate to
Mr. Alistair CURRIE
on 13 May 2005)
Mr. JIANG Wei (resigned on 9 June 2005)
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Report of the Directors (continued)
EFEEREEw

Directors (continued)

Independent Non-executive Directors
Dr. FONG Ching, Eddy, S.B.S., J.P.
Mr. HO Lap Kee, Sunny

Mr. WONG Tin Yau, Kelvin

(appointed on 13 May 2005)
(appointed on 13 May 2005)
(appointed on 13 May 2005)

Biographical details of the Directors at the date of this report are shown on
pages 23 to 28.

Messrs YING Tze Man, Kenneth, LO Sze Wai, Albert, CHEUNG Yiu Sing,
FONG Ching, Eddy, HO Lap Kee, Sunny and WONG Tin Yau, Kelvin retire at
the forthcoming annual general meeting in accordance with article 100 of
the Company’s articles of association and, being eligible, offer themselves
for re-election.

Directors’ Interests in Contracts

Mr. LAU Kam Kuen, David is a Director and a civil servant of the
Government, and accordingly may be regarded as interested in all contracts
and other dealings between the Government or the FSI and members of the
Group.

Apart from the foregoing, no contract of significance to which the Company
or its subsidiaries was a party, in which a Director of the Company had a
material interest, subsisted at the end of the year or at any time during the
year.

Directors’ Service Contracts

Under a service contract between the Company and Mr. YUE Kwok Hung,
Justin dated 27 December 2002, Mr. YUE has been appointed to act as
Executive Director and Chief Executive Officer of the Company with effect
from 1 January 2003 until 31 December 2005. On 16 August 2005, Mr.
Yue's service contract was renewed for a period of three year commencing
1 January 2006 until 31 December 2008. The contract can be terminated
by the Company or Mr. YUE by giving three months’ notice or payment in
lieu of notice.

Under a service contract between the Company and Ms. CHUNG Shun
Kwan, Emily dated 19 July 2005, Ms. CHUNG has been appointed to act as
Executive Director and Chief Operations Officer of the Company with effect
from 1 August 2005 until 31 July 2008. The contract can be terminated by
the Company or Ms. CHUNG by giving three months’ notice or payment in
lieu of notice.
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Directors’ Service Contract (continued)
Mr. YUE Kwok Hung, Justin and Ms. CHUNG Shun Kwan, Emily are also
directors of DTTNCo, an associate of the Group.

Save for disclosed, no director proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract which is not
determinable by the Company within one year without payment of
compensation, other than normal statutory compensation.

Directors’ Interests and Short Positions in Shares, Underlying
Shares and Debentures

The Directors of the Company have been granted options under the
Company’s share option scheme, details of which are set out in the section
“Share Option Scheme” below.

Apart from the foregoing, none of the Directors of the Company or any of
their spouses or children under eighteen years of age has interest or short
positions in shares, underlying shares or debentures of the Company, any
of its holding company, subsidiaries or other associated corporations, as
recorded in the register required to be kept under section 352 of the
Securities and Futures Ordinance (the SFO) or as otherwise notified to the
Company pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies.

Share Option Scheme

The Company has adopted a Pre-IPO share option scheme on 2 August
2000 and amended on 11 September 2001 and 26 November 2002
respectively and a share option scheme on 14 October 2005 whereby the
Directors are authorised to invite employees of the Group, including its
Directors of any company in the Group, to take up options to subscribe for
shares in the Company at a nominal consideration of HK$1.00 per grant
under the share option scheme. Each option gives the holder the right to
subscribe for one ordinary share in the Company.

The share option schemes give the participants an opportunity to have a
personal stake in the Company and help motivate the participants to
optimise their performance and efficiency and attract and retain
participants whose contributions are important to the long-term growth and
profitability of the Group.
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Report of the Directors (continued)
EFEEREEw

Share Option Scheme (continued)

The total number of share options which may be issued upon exercise of all
options to be granted under all share option schemes shall not exceed in
aggregate 10% of the issued capital or 77,763,250 shares at the
Company’s listing date, being 28 October 2005 (the “Scheme Mandate
Limit”). Options that have lapsed shall not be counted for the purpose of
calculating the Scheme Mandate Limit. The Scheme Mandate Limit may be
renewed by obtaining approval of shareholders in general meeting of the
Company provided that such the total number of shares which may be
issued upon exercise of all options to be granted under the share option
schemes under the Scheme Mandate Limit as renewed shall not exceed
10% of the shares issued at the date of approval of such limit (the
Refreshed Limit). Options previously granted (which may be cancelled,
lapsed or exercised) shall not be counted for the purpose of calculating the
Refreshed Limit.

Pre-IPO Share Option Scheme

Under the Pre-IPO share option scheme, no option could be granted to any
grantee, so that the grantee would, taking also into account options
previously granted to him, be entitled to subscribe for more than 25% of
the aggregate number of shares subject to the Pre-IPO share option
scheme.

(i) Pursuant to the Pre-IPO share option scheme approved on 2 August
2000 and amended on 11 December 2001 and 26 November 2002

The granting of share options commenced on 24 November 2000 and
has ceased upon the listing of the Company’s shares on the Main
Board of the SEHK on 28 October 2005. Each option has a 10-year
exercise period. Commencing from the first, second and third
anniversaries of the listing date, the relevant grantee may exercise up
to 25%, 60% and 100% respectively of the shares comprised in the
option (less any number of shares in respect of which the option has
been previously exercised). The exercise price is the lower of HK$0.9
and 80% of the IPO price. On 28 October 2005, the IPO price was
fixed at HK$1.25 per share.
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Share Option Scheme (continued)
Pre-IP0O Share Option Scheme (continued)

(ii)

Pursuant to the grant of options approved on 22 March 2005

At its meeting on 22 March 2005, the Board approved a fresh
allotment of share options under the Pre-IPO share option scheme to
all permanent staff. The grant was made conditional upon the
successful listing of the Company’s shares on the Main Board of the
SEHK. The terms are the same as those for the grants as stated
above, except that the exercise price shall be equal to the IPO price or
HK$1.25 per share.

Share Option Scheme

At the general meeting of the Company held on 14 October 2005, the
shareholders approved and adopted a share option scheme (including the
Pre-IPO share option scheme) with the following terms:

(a)

(b)

The purpose of the share option scheme is to attract and retain the
best available personnel and to provide additional incentives to
employees, directors, consultants, business associates and advisors to
promote the success of the Group.

The Board has the absolute discretion to offer any employees (whether
full-time or part-time), director (including Independent Non-executive
Directors), consultant, business associates or adviser of the Company or
any company within the Group options to subscribe for share, provided
that the total number of shares issued or to be issued to any one
grantee in any 12 month period shall not exceed 1% of the shares of
the Company in issue. The grantee shall pay HK$1.00 to the Company
as nominal consideration for the grant upon acceptance of the offer of
an option. The share options granted under the share option scheme
vest after 12 months, 24 months and 36 months to exercise 25%, 60%
and 100% respectively of the share options. Each option has a 10-year
exercise period. The subscription amount payable in respect of each
share option upon exercise of an option shall be determined by the
Board and shall be not less than the greater of:

(i)  the closing price of the shares on the SEHK's daily quotation
sheet on the date, which must a business day, of written of such
option (the Date of Grant);

(ii)  the average closing price of the shares on the SEHK as stated in
the SEHK'’s daily quotation sheets for the five business days

immediately preceding the Date of Grant; and

(iii) the nominal value of the shares.
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Share Option Scheme (continued)
Share Option Scheme (continued)
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As at 31 December 2005, the Directors and employees of the

Company had the following interests in options to subscribe for shares

of the company granted for nil consideration under the share option
scheme of the Company. Each option gives the holder the right to
subscribe for one ordinary share of the Company.

No. of options
outstanding
at 1 January

2005
R=BELF
-A-H
HRATER
BREHA

Directors iz
YUE Kwok Hung, Justin & 3,525,000

3,525,000

CHUNG Shun Kwan, Emily #I&2% 800,000

800,000

Employees &8 6,000,000
6,330,000

2,060,000

980,000

610,000

Total act 24,630,000

No. of
shares
consolidated
AHRA#E

(1,762,500)

(1,762,500)

(400,000)

(400,000)

(3,000,000)
(3,165,000)
(1,030,000)

(490,000)

(305,000)

(12,315,000)

No. of
options
granted

during

the

year
fTERRE
FRRHN
BREHE

982,900

396,845

12,836,551

14,216,296

Effect of
options
lapsed upon
termination
of
employment
B
ZEMAR
HBRE

(305,000)
(410,000)

(65,000)
(105,000)
(160,000)

(125,317)

(1,170,317)

The options granted to the Directors are registered under the names of the
Directors who are also the beneficial owners.

*

2005.

being the closing price of the Company’s ordinary shares as at 30 December

RBEIRAESH & ()
AR RESHE ()

NoEZRE+-A=+—H BERAQFIEEE
BT R A RBEAA B R BEERT 8
BEAEBRBAATKRG SOBRERTEREA

REAAE BB

No. of options

outstanding

at

31 December

2005

R=BZ1F

+=A=t-H
I RITER Date granted
BREHA BEAH
1,762,500 24/11/2000
1,762,500 13/12/2001
982,900 14/10/2005
400,000 24/11/2000
400,000 13/12/2001
396,845 14/10/2005

2,695,000  Granted in 2000
RZTTTHER
2,755,000  Granted in 2001

i S S
965,000  Granted in 2002
RZBE_FRH
385,000  Granted in 2003
i S

145000 Granted in 2004
RoFEmERY
12,711,234 14/10/2005

25,360,979

Exercise
period
fagid:

10 years
106
10 years
106
10 years
106
10 years
106
10 years
106
10 years
106
10 years
106
10 years
106
10 years
106
10 years
106
10 years
106
10 years
106

Exercise
price

per share
=13
k@

HK$0.90
#EH0.90T
HK$0.90
#EH0.90T
HK$1.25
#%1.25T
HK$0.90
EH0.90T
HK$0.90
EH0.90T
HK$1.25
A%1.257T
HK $0.90
#EH090T
HK$0.90
#EH090T
HK$0.90
EH0.90T
HK$0.90
EH0.90T
HK$0.90
EH0.90T
HK$1.25
#%1.257T

Market
value per
share on
exercise
of options*

TRESR
BRAHTE*

HK$1.60
A% 1.607T
HK$1.60
A% 1.607T
HK$1.60
1607
HK $1.60
EH1.607T
HK$1.60
1607
HK$1.60
%1607
HK$1.60
1607
HK$1.60
1607
HK$1.60
1607
HK$1.60
1607
HK$1.60
1607
HK$1.60
%1607

RTERNBRIE DRASTHRABERHAANERTNE

BB

© FARBBRR-EFEF+A=+AKKTE-

Tradelink Electronic Commerce Limited BB EBEFRHBRAF
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Share Option Scheme (continued)

Share Option Scheme (continued)

Information on the accounting policy for share options granted and the
weighted average value per option is provided in note 1(n)(ii) and note 23
to the financial statements respectively.

Apart from the foregoing, at no time during the year was the Company, or
its subsidiaries a party to any arrangement to enable the Directors of the
Company to acquire benefits by means of the acquisition of shares in the
Company or any other body corporate.

Substantial Shareholders’ and Other Persons’ Interests and Short
Positions in Shares and Underlying Shares

The Company has been notified of the following interest in the Company’s
issued shares at 31 December 2005 amounting to 5% or more of the
ordinary shares in issues:

Registered
shareholders
AR 3R
Substantial shareholders FERRE
The Financial Secretary WA Rl REE
Incorporated 95,673,000
Other persons Hft At
HSBC Holdings plc ELERBRAR -
The Hongkong and Shanghai R LBEEZ
Banking Corporation Limited RITERAR] 63,125,000
PCCW Limited BHABRARAA -
PCCW-HKT Limited BABAERAT 63,125,000

Annual Report 2005 4%k

SRR REST & (o)

W E ()

BB RENBRERSHRHENETOEOG B
VAR 2 BRI RS R ML (n) i) R 3E23 o

B £SO AR RIS A B A A PO E RS AT
SER Y TR A RIE S ] A A RIS R At
N RS

FERRREMA T ARG REBRGVEDR R
KB

BARRMM R_FFAF+ A=+ BEARFEH
TR R A B BT EBARA5 % SIA LRI RN T -

Ordinary shares of HK$0.20 each

EREBERE0.20T
% of total
Corporate Number of issued shares
interests shares Frib 2 817
DR RBEE KRB B DL
- 95,673,000 12.30%
63,125,000 63,125,000 8.12%
- 63,125,000 8.12%
63,125,000 63,125,000 8.12%
- 63,125,000 8.12%
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Report of the Directors (continued)
EFEEREEw

Substantial Shareholders’ and Other Persons’ Interests and Short
Positions in Shares and Underlying Shares (continued)

The register of interests in shares and short positions kept under section
336 of the SFO indicates that the interest disclosed by HSBC Holdings plc
is the same as the 63,125,000 shares disclosed by The Hongkong &
Shanghai Banking Corporation Limited, its 100% owned subsidiary and the
interest disclosed by PCCW Limited is the same as the 63,125,000 shares
disclosed by PCCW-HKT Limited, its 100% owned subsidiary.

Apart from the above, the Company had not been notified by any person
who had interests or short positions in the shares and underlying shares of
the Company as at 31 December 2005, which was required to be kept
under section 336 of the SFO.

Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the Directors of the Company as at the date of this
annual report, the Company has maintained the prescribed public float
under the Listing Rules.

Connected Transactions

During 2005, the Company entered into (or continued to be party to)
certain transactions with the Government and the FSI. The FSI has been
our largest shareholder and connected person. The Government, holding
the Company'’s shares through FSI, has therefore also been considered as a
connected person.

Although these transactions were “connected transactions” as defined in
the Listing Rules, all of them were either sharing of administrative services
or de minimis transactions respectively exempted under rules 14A.33(2)
and 14A.33(3) of the Listing Rules from all reporting, announcement and
independent shareholders’ approval requirements.

Bank Loans and Other Borrowings
The Company did not have any bank loans and other borrowings as at 31
December 2005.

FERREEMA LT ARGS REBRDNESR
RE #®)

B ES RS RGIE336 68T AT REEORND BAAR
BT EMER ELERERA R EMNESEL2E
Wi A FES LEELRITER A F 63,125,000
BRI —B MBRBRBRA R RENERRE 2 EHE
NEEBEHEREAAFTHEN63,125,0008% 815 TrE R

B EXPFrtSN AR R R EERF+ - A=+—
B EEA AT BB AR AR SRR OEESOAR
MARIRE 5 R AR GG F336IFREA T HTF-

ABEFRERE

RARFIHTIE B RIBA QR RENAFRERETR I
MARRESEAA AR RN ARFFRE —ERIFN LR
AFTRT BRI K

HEXS

R-Z2RFE ARG R=RARM KA R REER L
(SBERETNT) BTR S -MBA RIREE —E 2
B ABCRREEA L - AR BTE AN R A REE A
ARARRAD  EL TR EREA Lime

BEZER SR EMRAATHE BERS ] HER2HRS
HEIRE LRI 14A.33(2) 16 K% 55 14A.33(3) 155 B &R
D ZTERGHFERERS WAl —HR D
& RBRRBEIRTE

RTERREMEER
R-ZBZRAFT-A=+—B ARELEEMBITERR
HifEE-
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41

Summary of Financial Information
A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 118 of the annual report.

Retirement Scheme

The Group operates a Mandatory Provident Fund scheme for all qualifying
employees. Particulars of these retirement schemes are set out in note 22
to the financial statements.

Confirmations of Independence

The Company has received from each of the Independent Non-executive
Directors an annual confirmation of independence pursuant to Rule 3.13 of
the Listing Rules and considers all the Independent Non-executive
Directors to be independent.

Auditors

KPMG retire and, being eligible, offer themselves for re-appointment. A
resolution for the re-appointment of KPMG as auditors of the Company is to
be proposed at the forthcoming Annual General Meeting.

By order of the Board

Dr. LEE Nai Shee, Harry, S.B.S., J.P.
Chairman

Hong Kong, 23 March 2006
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Report of the Auditors
ZEE R ES

Auditors’ report to the shareholders of
Tradelink Electronic Commerce Limited
(Incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 44 to 117 which have
been prepared in accordance with accounting principles generally
accepted in Hong Kong.

Respective Responsibilities of Directors and Auditors

The Hong Kong Companies Ordinance requires the directors to prepare
financial statements which give a true and fair view. In preparing financial
statements which give a true and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently, that judgements
and estimates are made which are prudent and reasonable and that the
reasons for any significant departure from applicable accounting standards
are stated.

It is our responsibility to form an independent opinion, based on our audit,
on those financial statements and to report our opinion solely to you, as a
body, in accordance with section 141 of the Hong Kong Companies
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.

Basis of Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgements made by the
directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company’s and the Group’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to whether the financial
statements are free from material misstatement. In forming our opinion we
also evaluated the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a reasonable basis
for our opinion.

HESBEETESFRARAKRR
IR EE
(REE Mz 2 FRAA])

HMBEERTENEUZEE7ERBEBE LR G TRAR
SRR

EEREHMETANER
(BERRKPREERAABRRUAENA R OFBR
R ERUXSARN DA OFBREE EELMRER
ERRAAENE B WIFHEAR A RO H B
st ARSI EAREEAE N RE -

MW EERBBERMIB R TIENAER HE L BiRRE
HBEYER WRR(EERRGH) E141GNHRTE &R
BRI B bt 2 50 F AR E AT A (R A
F- BT ERARENAD HEFMEMA LB B HE
EARERE

ERHNER

BB ER S A RMAN (ERRECER) #1725
BT BRBEBEAME T A EREAFHBER RS
HERNER NEEFEESINREMERERE AN E
ZEFMAE FIRANESTRRERETES ARFR =H
SENARER AREEERERL R IREEL S
o
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Opinion B2R

In our opinion, the financial statements give a true and fair view of the state BZMRE LAMBEREEENAAMKE EAFKR &
of affairs of the Company and of the Group as at 31 December 2005 and of &£ER-_ZTHFE+_A=1+—HHOFERIAR HE
the Group’s profit and cash flows for the year then ended and have been EEEZALFEMNRANTNRSRE WEIER(EEAR]
properly prepared in accordance with the Hong Kong Companies 101D Z RiREo

Ordinance.

KPMG EEHETHMER

Certified Public Accountants HE AN

Hong Kong, 23 March 2006 BEA ZEENF=A=+=H
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Consolidated Income Statement
e

For the year ended 31 December 2005 (Expressed in Hong Kong dollars)
HE—TERF+-A=1—HILFE UBERZZIEN)

2005 2004
—BEF —gEmF
Note HK’000 HK'000
Mt BT T BB T
Turnover =E 2 3 249,101 279,706
Interest income B A 8,064 5,093
Other net loss EfFEE 5 (1,170) (4,266)
Staff costs RERA (80,084) (82,964)
Depreciation e (15,559) (25,501)
Impairment losses of investment in REIF FTRAZEZH
unlisted equity securities BEEE - (40,000)
Other operating expenses A E RS (50,059) (48,431)
Profit from operations 1 ) 110,293 83,637
Finance costs B I 6(a) - (3)
Share of losses of associates Frib B & R B8 (787) -
Gain/(loss) on disposal of subsidiary HEME AR/ (518) 16 347 (55)
Profit before taxation BRBE AR R 6 109,853 83,579
Taxation I8 /(a) (18,456) (20,586)
Profit for the year AEF BT 24(b)(i) 91,397 62,993
Dividends payable to equity shareholders rEERNAQRRE
of the Company attributable to the year: BEARE: 12
Interim dividend declared during the year AEEERFREFRHE (63,300) (38,267)
Special dividend declared during the year RERRFBRERFRIRE (31,074) -
Final dividend proposed after the HEHEABBIRKREAS
balance sheet date (23,329) (11,509)
(117,703) (49,776)
(restated)
2]
Earnings per share (HK cents) SRER GBL) 13
Basic S WIN 12.5 8.8
Diluted e 12.4 -
The notes on pages 52 to 117 form part of these financial statements. EO2EF1I7E 2 BRI S iIRERA —2 5o
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Consolidated Balance Sheet

e BRERE

At 31 December 2005 (Expressed in Hong Kong dollars)

R-BZERFFZA=+—H CUBEBZSIEN)

2005 2004
—EERF ZTETNF
Note HK’000 HK'000
HiaE BT BT T
Non-current assets FEREBEE
Fixed assets BEEE 14(a) 63,751 27,350
Interest in leasehold land held for BRECEHERIEB AN
own use under operating lease E RS 14(a) 5,911 -
Interest in associates BTl Bt & R Al i 2 17 74,858 -
Other financial assets H s EE 18 10,000 10,000
154,520 37,350
Current assets RBEE
Trade receivables FEUBR K 19 18,947 20,242
Other receivables and prepayments E i JEMCGRIE R TR RIE 44,391 11,986
Cash and cash equivalents ReMREEE 317,177 417,472
380,515 449,700
Current liabilities piA =R
Trade creditors, accounts payable and FERTBRF FERTRRIE 2
other payables HEAbfETFRIA 20 223,489 218,540
Taxation I8 8(a) 1,388 3,848
224,877 222,388
Net current assets REBEEFE 155,638 227,312
Total assets less current liahilities BEAERRBERE 310,158 264,662
Non-current liabilities FRBEE
Provision for long service payments KRGS BE 21 3,303 2,740
Deferred taxation IRAEFR IR 8(b)(i) 3,236 2,965
6,539 5,705
Net assets BEERHE 303,619 258,957
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Consolidated Balance Sheet (continuea
REBESER w

At 31 December 2005 (Expressed in Hong Kong dollars)
R-ZEZHEF+-A=+—H LBEBZIEN)

2005 2004
—E2EEF —TEms
Note HK’000 HK'000
HisE BETT BT T

Capital and reserves EXRf#E
Share capital fg A 24(a) 155,527 143,863
Reserves & 24(b)(i) 148,092 115,094
303,619 258,957

Approved and authorised for issue by the Board of Directors on 23 March REFeN _TTNFZ A+ = BHERIZETIS
2006

FE

Dr. LEE Nai Shee, Harry, S.B.S., J.P. =ML SB.S. P,

Chairman

YUE Kwok Hung, Justin HITEF

Executive Director REVHE

The notes on pages 52 to 117 form part of these financial statements. EO2EF1I7E 2 MBI G IRERMN —2 5o

Tradelink Electronic Commerce Limited R S:EBEFRHBMLE
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At 31 December 2005 (Expressed in Hong Kong dollars)

R-BZERFFZA=+—H CUBEBZSIEN)

2005 2004
—EERF —ETOF
Note HK’000 HK'000
Hiat BET T BET T
Non-current assets FRBEE
Fixed assets ElE&E 14(b) 60,879 23,674
Interest in leasehold land held for BELEHRERFEEBADN
own use under operating lease AE ke 14(b) 5,911 -
Interest in associates Pl Bt 4 2 B hE 2 17 76,500 -
Interest in subsidiaries BTt B 8~ Al 2 16 10 10
Other financial assets HEmgEE 18 10,000 10,000
153,300 33,684
Current assets REBEE
Trade receivables FEURBR K 19 18,311 20,222
Other receivables and prepayments E i MR IE R FE R RIE 43,666 11,429
Other financial assets HEmlgEE 18 10,000 10,000
Cash and cash equivalents ReRAeE 317,079 417,189
389,056 458,840
Current liabilities b5%:2 =R
Trade creditors, accounts payable and FERTBRR FERTRRIE 2
other payables HE AT FRIA 20 230,894 225,545
Taxation 1B 8(a) 1,388 3,926
232,282 229,471
Net current assets REBEERE 156,774 229,369
Total assets less current liahilities BEAERRBERE 310,074 263,053
Non-current liabilities FRBEE
Provision for long service payments KRGS BE 21 3,303 2,740
Deferred taxation IRAEFR IR 8(b)(ii) 2,949 2,685
6,252 5,425
Net assets BEFE 303,822 257,628
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Balance Sheet (continued)
EEEBR w

At 31 December 2005 (Expressed in Hong Kong dollars)
R-ZEZHEF+-A=+—H LBEBZIEN)

2005 2004
—EERF —ETOF
Note HK'000 HK'000
Mt BT T BT T

Capital and reserves EXR#E
Share capital f& A 24(a) 155,527 143,863
Reserves i 24(b)(ii) 148,295 113,765
303,822 257,628

Approved and authorised for issue by the Board of Directors on 23 March
2006

Dr. LEE Nai Shee, Harry, S.B.S., J.P.
Chairman

YUE Kwok Hung, Justin
Executive Director

The notes on pages 52 to 117 form part of these financial statements.

HEREN _ZETRFA T BHUERRETIE

FE
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Consolidated Statement of Changes in Equity
A ESEHE

For the year ended 31 December 2005 (Expressed in Hong Kong dollars)
HE—TERF+-A=1—HILFE UBERZZIEN)

2005 2004
—EERF —ETOF
HK’'000 HK'000
BYT T BT T
Total equity at 1 January R—BA—BHEREE 258,957 264,442
Profit for the year A5 F 91,397 62,993
Dividends declared or approved during REFEERFRESBERNRS
the year (105,883) (68,478)
Movement in equity arising from capital REARZEENERSE:
transactions:
Issue of new shares BITHR 72,900 -
Listing expenses EWAX (14,532) -
Equity settled share-based transactions LAREEE 2 RIDER 780 -
Total equity at 31 December RT-—A=+—BzREZREH 303,619 258,957
The notes on pages 52 to 117 form part of these financial statements. EH2EF117E 2 BRI iR &R — 25 -
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Consolidated Cash Flow Statement

E=AN A2 B
,Zn/\l:l Eﬁi/ﬁi

For the year ended 31 December 2005 (Expressed in Hong Kong dollars)

HE—ZZRFLZA=1—HILFE (LUBKRBEIIEN

2005 2004
—EERF —ETOF
Note HK’000 HK'000
Ktz BET T BET T
Operating activities RExK
Profit before taxation FR A& 109,853 83,579
Adjustments for: B -
Depreciation e 15,559 25,501
Loss on disposals of fixed assets HEBRTEERBE 1,170 4,266
(Gain)/loss on sale of subsidiary HEMBAR (W) /B8 16 (347) 55
Interest income B A (8,064) (5,093)
Finance costs BARS R AN = 3
Share of losses of associates Pl Bt & 2 RS 18 787 -
Equity-settled share-based payment LAREEE 2 RIDER 780 -
Impairment losses of investment in unlisted  #&&IE L HRAZSH
equity securities BIEEE - 40,000
Operating profit before changes in RETEEESEBAN
working capital R T 119,738 148,311
(Increase)/decrease in trade and other JE SRR 3K L FE ORI R
receivables and prepayments TEATERIE () /R (2,052) 2,258
Increase/(decrease) in trade creditors, FETBR IR FET FRIB R H At
accounts payable and other payables FERERIESG A/ Gl 20,288 (1,575)
Increase in customer deposits received BREFIZSIEM 1,743 6,922
Cash generated from operations BEEENBRSRAE 139,717 155,916
Tax paid: E#HIE:
Hong Kong Profits Tax paid EHBENER (21,050) (30,174)
Overseas tax paid BE#BINRIE - (32)
Net cash inflow from operating activities RETHELENRSRATE 118,667 125,710
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2005 2004
—EERF —ETOF
Note HK'000 HK'000
Ktz BT T BET T
Investing activities RETH
Proceeds from sales of fixed assets HERBTEEEMSHKIE 13 -
Payment for purchase of fixed assets BERETEEEMRE (91,041) (8,118)
Expenditure on capitalised ERFTARNFAEKR AL
development costs (5,657) -
Payment for purchase of investment in A LEMRAERIEE
unlisted equity securities FR 2 508 - (30,000)
Sale of subsidiary HENBAR 16(c) (83,696) (39)
Interest received U BRI B 8,934 3,800
Dividends paid BERRE (105,883) (68,478)
Net cash used in investing activities RETHNRSHEFE (277,330) (102,835)
Financing activities BMETH
Issue of new shares BITHR 24 72,900 -
Listing expenses EWHZ 24 (14,532) -
Capital element of finance leases paid ENREARENERTD - (67)
Interest element of finance leases paid ENRARENTESEHS - 3)
Net cash generated from/(used in) BMETBHHRERA/
financing activities (F) F88 58,368 (70)
Net (decrease)/increase in cash and REeRELEE R/
cash equivalents ¥nFER (100,295) 22,805
Cash and cash equivalents at R—A—BHWERER
1 January REEE 417,472 394,667
Cash and cash equivalents at R+=BA=+—HBHEREER
31 December Re%E 317,177 417,472

The notes on pages 52 to 117 form part of these financial statements.
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Notes on the Financial Statements

52

A H5 R R Pl

(Expressed in Hong Kong dollars)
(LUEM B 258 7)

1. Significant Accounting Policies

(a)

(b)

Statement of Compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
(“HKFRSs"), which collective term includes all applicable
individual HKFRSs, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA™), accounting
principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance. These
financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited. A summary of the
significant accounting policies adopted by the Group is set out
below.

The HKICPA has issued a number of new and revised HKFRSs
that are effective or available for early adoption for accounting
periods beginning on or after 1 January 2005. Information on the
changes in accounting policies resulting from initial application
of these new and revised HKFRSs for the current and prior
accounting periods reflected in these financial statements is
provided in note 2.

Basis of Preparation of the Financial Statements

The consolidated financial statements for the year ended 31
December 2005, comprise the Group and the Group’s interest in
associates.

The measurement basis used in the preparation of the financial
statements is the historical cost basis.

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based on
historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which
form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.
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Significant Accounting Policies (continued)

(b)

(c)

Basis of Preparation of the Financial Statements (continued)

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and
future periods if the revision affects both current and future
periods.

Revenue Recognition

Provided it is probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised in the income
statement as follows:

(i) Transaction fees, handling fees, registration fees and
training income
Revenue is recognised when services have been provided
to customers.

(ii)  Annual subscription fees
Revenue is recognised on a time-apportioned basis by
reference to the period of the subscription.

(i)~ Sale of goods
Revenue is recognised when goods are delivered at the
customers’ premises which is taken to be the point in time
when the customer has accepted the goods and the related
risks and rewards of ownership. Revenue is after deduction
of any trade discounts.

(iv) Interest income

Interest income is recognised as it accrues using the
effective interest method.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

1. Significant Accounting Policies (continued)

(d)

Other Property, Plant and Equipment

The following items of property, plant and equipment are stated
in the balance sheet at cost less accumulated depreciation and
impairment losses (note 1(i)):

- buildings held for own use which are situated on leasehold
land, where the fair value of the building could be
measured separately from the fair value of the leasehold
land at the inception of the lease (see note 1(h)); and

—  other items of plant and equipment.

Gains or losses arising from the retirement or disposal of an item
of property, plant and equipment are determined as the
difference between the net disposal proceeds and the carrying
amount of the item and are recognised in the income statement
on the date of retirement or disposal.

Depreciation is calculated to write off the cost or valuation of
items of property, plant and equipment, less their estimated
residual value, if any, using the straight line method over their
estimated useful lives as follows:
Leasehold improvements lower of 5 years or
the remaining term of the lease

Land the remaining term of the lease
Computer and office equipment 3 - b years
Motor vehicles 3 years
Furniture and fixtures 5 years
Building 20 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost or valuation of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.
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Significant Accounting Policies (continued)

(e)

®

Subsidiaries and Controlled Entities

A subsidiary, in accordance with the Hong Kong Companies
Ordinance, is a Company in which the Group, directly or
indirectly, holds more than half of the issued share capital, or
controls more than half the voting power or controls the
composition of the Board of Directors. Subsidiaries are
considered to be controlled if the Company has the power,
directly or indirectly, to govern the financial and operating
policies, so as to obtain benefits from their activities.

An investment in a controlled subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases.

Intra-group balances and transactions and any unrealised profits
arising from intra-group transactions are eliminated in full in
preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are eliminated in
the same way as unrealised gains but only to extent that there is
no evidence of impairment.

In the Company’s balance sheet, an investment in a subsidiary is
stated at cost less any impairment losses (see note 1(i)).

Associates

An associate is an entity in which the Group or Company has
significant influence, but not control or joint control, over its
management, including participation in the financial and
operating policy decisions.

An investment in an associate is accounted for in the
consolidated financial statements under the equity method and
is initially recorded at cost and adjusted thereafter for the post-
acquisition change in the Group’s share of the associate’s net
assets. The consolidated income statement includes the Group’s
share of the post-acquisition, post-tax results of the associates.

Annual Report 2005 &

1.

TESHER @)

(e)

(f)

MEARRZEHER
REABGD MBARE -—RAXNKEER
HEEFABF RO BITRA RERHFEA
EREREE SEHIEE S AR QR M
Tﬁ%ﬁ&ﬁﬁzfﬁ%ﬁ*% it /B8 2 B B 75 B s
B WAELL B RS ES N RIFZE M
%Q?Hﬂﬁ/‘%xzﬁﬁﬁ e

NZEFIME AR ZRE LB REEGIELER
B EGAVMBRERTRAAR EEXAE
HlHEAR E R L

SENRERNESRNZ H R EEENRER
A T REUR A MR 28K - E

EB3Z 5 FTEE AR B0 R B R R 1R VR 88 77 7R BLR
SN AR EREELORBERBETRER
BRR-

EARBMEERERY MHEARKREIR
BRABAERDBEEESIR (RMEELD) -

BELNT

BN R REREENAR A A AHEEIEE
HESATEINER SFE2EEWBERE
EREHE I BN A ERIEEE-

REVE R RIRIRE  BREEREEREMER
RONER W B AR AR RERAEB (L%
BN RMFEE EWEENESEL A%
GRe ek 7% I B Y AR SR B AT Bt i A I MR
BRI A



56

Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

1. Significant Accounting Pelicies (continued) 1.

®

(g)

Associates (continued) (f)
When the Group’s share of losses exceeds its interest in the

associate, the Group’s interest is reduced to nil and recognition

of further losses is discontinued except to the extent that the

Group has incurred legal or constructive obligations or made

payments on behalf of the associate. For this purpose, the

Group’s interest in the associate is the carrying amount of the

investment under the equity method together with the Group’s

long-term interests that in substance form part of the Group’s

net investment in the associate.

Unrealised profits and losses resulting from transactions
between the Group and its associates are eliminated to the
extent of the Group’s interest in the associate, except where
unrealised losses provide evidence of an impairment of the asset
transferred, in which case they are recognised immediately in
the income statement.

In the Company’s balance sheet, its investments in associates
are stated at cost less impairment losses (see note 1(i)).

Other Investments in Equity Securities (g)
The Group’s and the Company’s policies for investments in

equity securities, other than investments in subsidiaries,

associates and jointly controlled entities, are as follows:

- Investments in securities held for trading are classified as
current assets and are initially stated at fair value. At each
balance sheet date the fair value is remeasured, with any
resultant gain or loss being recognised in the income
statement.

- Investments in equity securities that do not have a quoted
market price in an active market and whose fair value
cannot be reliably measured are recognised in the balance
sheet at cost less impairment losses (see note 1(i)).

- Other investments in securities are classified as available-
for-sale securities and are initially recognised at fair value
plus transaction costs. At each balance sheet date the fair
value is remeasured, with any resultant gain or loss being
recognised directly in equity, except for impairment losses
(see note 1(i)).
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Significant Accounting Policies (continued)
(g) Other Investments in Equity Securities (continued)

Investments are recognised/derecognised on the date the
Group and/or the Company commits to purchase/sell the
investments or they expire.

(h) Leased Assets

(1)

(ii)

Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the
risks and rewards of ownership to the group are classified
as operating leases.

Assets acquired under finance leases

Where the Group acquires the use of assets under finance
leases, the amounts representing the fair value of the
leased asset, or, if lower, the present value of the minimum
lease payments, of such assets are included in fixed assets
and the corresponding liabilities, net of finance charges,
are recorded as obligations under finance leases.
Depreciation is provided at rates which write off the cost or
valuation of the assets over the term of the relevant lease
or, where it is likely the Company or Group will obtain
ownership of the asset, the life of the asset, as set out in
note 1(d). Impairment losses are accounted for in
accordance with the accounting policy as set out in note
1(i). Finance charges implicit in the lease payments are
charged to the income statement over the period of the
leases so as to produce an approximately constant periodic
rate of charge on the remaining balance of the obligations
for each accounting period. Contingent rentals are written
off as an expense of the accounting period in which they
are incurred.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

1. Significant Accounting Policies (continued) 1. FEEHEE ®)
(h) Leased Assets (continued) (hy HEEE #E)
(i)  Operating lease charges (iii) AEEHEEF

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to the income statement in equal instalments over
the accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in the income
statement as an integral part of the aggregate net lease
payments made. Contingent rentals are charged to the
income statement in the accounting period in which they
are incurred.

The cost of acquiring land held under an operating lease is
amortised on a straight-line basis over the period of the
lease term.

Impairment of Assets

Impairment of investments in equity securities and other
receivables

Investments in equity securities and other current and non-
current receivables that are stated at cost or amortised cost
or are classified as available-for-sale securities are reviewed
at each balance sheet date to determine whether there is
objective evidence of impairment. If any such evidence
exists, any impairment loss is determined and recognised
as follows:

- For unquoted equity securities and current
receivables that are carried at cost, the impairment
loss is measured as the difference between the
carrying amount of the financial asset and the
estimated future cash flows, discounted at the current
market rate of return for a similar financial asset
where the effect of discounting is material.
Impairment losses for current receivables are
reversed if in a subsequent period the amount of the
impairment loss decreases. Impairment losses for
equity securities are not reversed.
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Significant Accounting Policies (continued)
(i) Impairment of Assets (continued)
(i) Impairment of investments in equity securities and other
receivables (continued)

For financial assets carried at amortised cost, the
impairment loss is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at
the financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial
recognition of these assets).

If in a subsequent period the amount of an
impairment loss decreases and the decrease can be
linked obijectively to an event occurring after the
impairment loss was recognised, the impairment loss
is reversed through the income statement. A reversal
of an impairment loss shall not result in the asset’s
carrying amount exceeding that which would have
been determined had no impairment loss been
recognised in prior years.

For available-for-sale securities, the cumulative loss
that had been recognised directly in equity is
removed from equity and is recognised in the income
statement. The amount of the cumulative loss that is
recognised in the income statement is the difference
between the acquisition cost (net of any principal
repayment and amortisation) and current fair value,
less any impairment loss on that asset previously
recognised in the income statement.

Impairment losses recognised in the income
statement in respect of available-for-sale equity
securities are not reversed through the income
statement. Any subsequent increase in the fair value
of such assets is recognised directly in equity.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)

(LUBM B2 5IE )

1. Significant Accounting Policies (continued)
(i) Impairment of Assets (continued)

(ii)

Impairment of other assets

Internal and external sources of information are reviewed at
each balance sheet date to identify indications that the
following assets may be impaired or an impairment loss
previously recognised no longer exists or may have
decreased:

- property, plant and equipment;

- pre-paid interests in leasehold land classified as being
held under an operating lease; and

- investments in subsidiaries and associates.

If any such indication exists, the asset’s recoverable
amount is estimated.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater of
its net selling price and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-tax
discount rate that reflects current market
assessments of time value of money and the risks
specific to the asset. Where an asset does not
generate cash inflows largely independent of those
from other assets, the recoverable amount is
determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-
generating unit).

- Recognition of impairment losses

An impairment loss is recognised in the income
statement whenever the carrying amount of an asset,
or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are
allocated to reduce the carrying amount of the other
assets in the unit (or group of units) on a pro rata
basis, except that the carrying value of an asset will
not be reduced below its individual fair value less
costs to sell, or value in use, if determinable.
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Significant Accounting Policies (continued)

()

0)

(k)

m

Impairment of Assets (continued)
(i) Impairment of other assets (continued)
- Reversals of impairment losses

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the recoverable amount.

A reversal of an impairment loss is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been recognised
in prior years. Reversals of impairment losses are
credited to the income statement in the year in which
the reversals are recognised.

Trade and Other Receivables

Trade and other receivables are initially recognised at fair value
and thereafter stated at amortised cost less impairment losses
for bad and doubtful debts (see note 1(i)).

Trade and Other Payables

Trade and other payables are initially recognised at fair value
and thereafter stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are stated
at cost.

Provisions and Contingent Liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group or Company has a legal or constructive
obligation arising as a result of a past event, it is probable that an
outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will
be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events are
also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

1. Significant Accounting Policies (continued)

(m)

Income Tax

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognised in the income
statement except to the extent that they relate to items
recognised directly in equity, in which case they are recognised
in equity.

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in
respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases. Deferred tax
assets also arise from unused tax losses and unused tax credits.

All deferred tax liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred tax
assets arising from deductible temporary differences include
those that will arise from the reversal of existing taxable
temporary differences, provided those differences relate to the
same taxation authority and the same taxable entity, and are
expected to reverse either in the same period as the expected
reversal of the deductible temporary difference or in periods into
which a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted when
determining whether existing taxable temporary differences
support the recognition of deferred tax assets arising from
unused tax losses and credits, that is, those differences are
taken into account if they relate to the same taxation authority
and the same taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit can be utilised.

The amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date. Deferred tax
assets and liabilities are not discounted.
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Significant Accounting Policies (continued) 1.

(m)

(n)

63

Income Tax (continued)
The carrying amount of a deferred tax asset is reviewed at each
balance sheet date and is reduced to the extent that it is no

(m)

longer probable that sufficient taxable profits will be available to
allow the related tax benefit to be utilised. Any such reduction is
reversed to the extent that it becomes probable that sufficient
taxable profit will be available.

Current tax balances and deferred tax balances, and movements
therein, are presented separately from each other and are not
offset. Current tax assets are offset against current tax liabilities,
and deferred tax assets against deferred tax liabilities if, the
Company or the Group has the legally enforceable right to set off
current tax assets against current tax liabilities and the following
additional conditions are met:

- in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously; or

— inthe case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation authority
on either:

- the same taxable entity; or

- different taxable entities, which, in each future period
in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered,
intend to realise the current tax assets and settle the
current tax liabilities on a net basis or realise and
settle simultaneously.

Employee Benefits (n)
(i) Short term employee benefits and contributions to defined

contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions

to defined contribution plans and the cost of non-monetary

benefits are accrued in the year in which the associated

services are rendered by employees. Where payment or

settlement is deferred and the effect would be material,

these amounts are stated at their present values.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

1. Significant Accounting Policies (continued)

(n)

(o)

Employee Benefits (continued)

(ii)  Share based payments
The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value is
measured at grant date using the Black-Scholes model,
taking into account the terms and conditions upon which
the options were granted. Where the employees have to
meet vesting conditions before becoming unconditionally
entitled to those share options, the total estimated fair value
of the share options is spread over the vesting period,
taking into account the probability that the options will vest.

During the vesting period, the number of share options that
is expected to vest is reviewed. Any adjustment to the
cumulative fair value recognised in prior years is charged/
credited to the income statement for the year of the review,
unless the original employee expenses qualify for
recognition as an asset, with a corresponding adjustment to
the capital reserve. On vesting date, the amount recognised
as an expense is adjusted to reflect the actual number of
share options that vest (with a corresponding adjustment to
capital reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the market price
of the company’s shares. The equity amount is recognised
in capital reserve until either the option is exercised (when
it is transferred to the share premium account) or the
option expires (when it is released directly to retained
profits).

Translation of Foreign Currencies

Foreign currency transactions during the year are translated at
the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies
are translated at the foreign exchange rates ruling at the balance
sheet date. Exchange gains and losses are recognised in the
income statement.

Non-monetary assets and liabilities that are measured in terms
of historical cost in a foreign currency are translated using the
foreign exchange rates ruling at the transaction dates. Non-
monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was determined.
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Significant Accounting Policies (continued)

(m

(q)

(r)

Related Parties

For the purposes of these financial statements, parties are
considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial and
operating decisions, or vice versa, or where the Group and the
party are subject to common control or common significant
influence. Related parties may be individuals (being members of
key management personnel, significant shareholders and/or their
close family members) or other entities and include entities
which are under the significant influence of related parties of the
Group where those parties are individuals, and post-employment
benefit plans which are for the benefit of employees of the Group
or of any entity that is a related party of the Group.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash at bank and in hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible
to known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within three
months of maturity at acquisition.

Segment Reporting

A segment is a distinguishable component of the Group that is
engaged either in providing products or services (business
segment), or in providing products or services within a particular
economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other
segments.

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis to that segment.
Segment capital expenditure is the total cost incurred during the
period to acquire segment assets (both tangible and intangible)
that are expected to be used for more than one period.

Annual Report 2005 &

1.

TESHER @)

(p)

(q)

(r)

BEAL
?ﬁﬁﬁf%&%ﬁé'ﬁﬂ%ﬂ‘%ﬁﬁﬁﬁﬁ%ﬁi%ﬂ
BEGIRAREN S — 77 B SN B
LS ‘?‘EEK%’S (RZTFR) A
SEES - ATHERIMEZHNARD
EESIHRANEAFET FHEALERAR
SHENEEA L -FEALAURMEA IEE
EEEXKE EERRE/AMMOERRE)
HEMER: HMEZFALREA TRKE
B BIDATEESBER A EERBEAL
ZEABRETREREMRY EEZEAE
BEBEMEALEATENER-

RERREEE
HAekAeEEERERTEXRTFEADS F
R RIT A E A B SR )R BT 300 AR R
HARPEEaRERR EREHEB AN
BERERADMNBENRE MEFEENA
AXNEEEPEBRE S WEBAR=EA
REIE

79% Tazli’ilm—fﬁﬂzﬁ@ D BV RK EB 5 - LA
i

REERIRE (EBHH)  HE—EAFED
BRERFEPIREERIRSE GbE D 2) (FE
7 B EREO R AN R R A FEARR]

DEMBAXH RE AERABERBEERR
BRE—DI ARATRABHNEESREZD
EREVIR B VBUER - D BEE AR ST R IEEHIA R
AR B — A& 5t SR E R D s EE
(BEBMMEERE) FTESHIKAEE.



66

Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

2. Changes in Accounting Policies
The HKICPA has issued a number of new and revised HKFRSs that
are effective for accounting periods beginning on or after 1 January
2005.

The accounting policies of the Group and/or Company after the
adoption of these new and revised HKFRSs have been summarised in
note 1. The following sets out information on the significant changes
in accounting policies for the current and prior accounting periods
reflected in these financial statements.

The Group has not applied any new standard or interpretation that is
not yet effective for the current accounting period (see note 31).

(a) Changes in Presentation (HKAS 1, Presentation of financial
statements)
Presentation of shares of associates’ and jointly controlled
entities’ taxation (HKAS 1, Presentation of financial statements)

In prior years, the Group’s share of taxation of associates and
jointly controlled entities accounted for using the equity method
was included as part of the Group’s income tax in the
consolidated income statement. With effect from 1 January
2005, in accordance with the implementation guidance in HKAS
1, the Group has changed the presentation and includes the
share of taxation of associates and jointly controlled entities
accounted for using the equity method in the respective shares
of profit or loss reported in the consolidated income statement
before arriving at the Group’s profit or loss before tax. These
changes have not resulted in any material changes to the
previously reported presentation of shares of associates’ and
jointly controlled entities’ taxation.

(b) Employee Share Options Scheme (HKFRS 2, Share-based payment)

In prior years, no amounts were recognised when employees
(which term includes directors) were granted share options over
shares in the Company. If the employees chose to exercise the
options, the nominal amount of share capital and share premium
were credited only to the extent of the option’s exercise price
receivable.
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Changes in Accounting Policies (continued) 2.
(b) Employee Share Options Scheme (HKFRS 2, Share-based payment) (b)
(continued)

(c)

With effect from 1 January 2005, in order to comply with

HKFRS 2, the Group has adopted a new policy for employee
share options. Under the new policy, the Group recognises the
fair value of such share options as an expense with a
corresponding increase in a capital reserve within equity. Further
details of the new policy are set out in note 1(n)(ii).

The new accounting policy has been applied retrospectively with
comparatives restated, except that the Group has taken
advantage of the transitional provisions set out in HKFRS 2,
under which the new recognition and measurement policies
have not been applied to the following grants of options:

(a) all options granted to employees on or before 7 November
2002; and

(b) all options granted to employees after 7 November 2002
but which had vested before 1 January 2005.

Details of the employee share option scheme are set out in note
23.

The above new accounting policy has not resulted in any
material changes to the previously reported amounts.

Leasehold Land and Buildings (HKAS 17, Leases) (c)
(i) Leasehold land and buildings held for own use

In prior years, leasehold land and buildings held for own

use were stated at revalued amounts less accumulated

depreciation and accumulated impairment losses.

Movements of revaluation surpluses or deficits were

normally taken to the land and buildings revaluation

reserve.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

2. Changes in Accounting Policies (continued) 2. EFBEEH @)

(c)

(d)

Leasehold Land and Buildings (HKAS 17, Leases) (continued) (c)

(i) Leasehold land and buildings held for own use (continued)
With effect from 1 January 2005, in order to comply with
HKAS 17, the Group has adopted a new policy for
leasehold land and buildings held for own use. Under the
new policy, the leasehold interest in the land held for own
use is accounted for as being held under an operating
lease where the fair value of the interest in any buildings
situated on the leasehold land could be measured
separately from the fair value of the leasehold interest in
the land at the time the lease was first entered into by the
Group, or taken over from the previous lessee, or at the
date of construction of these buildings, if later.

Further details of the new policy are set out in notes 1(d)
and (h). Any buildings held for own use which are situated
on such land leases continue to be presented as part of
property, plant and equipment. However, as from 1
January 2005 the buildings are also stated at cost less
accumulated depreciation, rather than at fair value, to be
consistent with the new policy required to be adopted for
the land element.

(ii)  Description of transitional provisions and effect of
adjustments
The above new accounting policy has not resulted in any
material changes to the previously reported amounts.

Financial Instruments (HKAS 32, Financial instruments: Disclosure (d)
and presentation and HKAS 39, Financial instruments: Recognition

and measurement)

With effect from 1 January 2005, in order to comply with HKAS

32 and HKAS 39, the Group has changed its accounting policies

relating to financial instruments to those as set out in notes 1(g)

and (i) to (k). Further details of the changes are as follows:

(i) Investments in equity securities
In prior years, equity investments held on a continuing
basis for an identifiable long-term purpose were classified
as investment securities and stated at cost less provision.
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2. Changes in Accounting Policies (continued)

Financial Instruments (HKAS 32, Financial instruments: Disclosure
and presentation and HKAS 39, Financial instruments: Recognition
and measurement) (continued)

(d)

(1)

(ii)

Investments in equity securities (continued)

With effect from 1 January 2005, and in accordance with
HKAS 39, all investments, with the exception of securities
held for trading purposes, dated debt securities being held
to maturity and certain unquoted equity investments, are
classified as available-for-sale securities and carried at fair
value. Changes in the fair value of available-for-sale
securities are recognised in equity, unless there is objective
evidence that an individual investment has been impaired.
There are no material adjustments arising from the
adoption of the new policies for securities held for trading
purposes, debt securities being held to maturity and
unquoted equity investments not carried at fair value.
Further details of the new policies are set out in note 1(g).

Derivative financial instruments

In prior years, derivative financial instruments entered into
by management to hedge the interest rate risk of a
recognised asset or liability or the foreign currency risk of a
committed future transaction were recognised on an
accruals basis with reference to the timing of recognition of
the hedged transaction.

With effect from 1 January 2005, and in accordance with
HKAS 39, all derivative financial instruments entered into
by the Group are stated at fair value. Changes in the fair
value of derivatives held as hedging instruments in a cash
flow hedge are recognised in equity to the extent that the
hedge is effective and until the hedged transaction occurs.
Any other changes in fair value of the derivatives are
recognised in the income statement.

The above new accounting policy has not resulted in any
material changes to the previously reported amounts.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

2.

Changes in Accounting Policies (continued)

(e) Definition of Related Parties (HKAS 24, Related party disclosures)
As a result of the adoption of HKAS 24, Related party
disclosures, the definition of related parties as disclosed in note
1(p) has been expanded to clarify that related parties include
entities that are under the significant influence of a related party
that is an individual (i.e. key management personnel, significant
shareholders and/or their close family members) and post-
employment benefit plans which are for the benefit of employees
of the Group or of any entity that is a related party to the Group.
The clarification of the definition of related parties has not
resulted in any material changes to the previously reported
disclosures of related party transactions nor has it had any
material effect on the disclosures made in the current period, as
compared to those that would have been reported had SSAP 20,
Related party disclosures, still been in effect.

Turnover

The principal activity of the Company is the provision of front-end
Government Electronic Trading Services for processing certain official
trade-related documents. The principal activities of the subsidiaries
are set out in note 16 on the financial statements.

Turnover represents the value of services provided and goods
supplied to customers. The amount of each significant category of
revenue recognised in turnover during the year is as follows:

2. EHERREH @

(e) BAEATHER (FFHERIB24%R-BAEAL
WE)
PR G ST AER 2457 [ A L3 EE ] -
HUPARBENEEA T ERBE D ERRE
MER BEATBERENRBEALATE
MER ZEMEALREEA DERERE
KB ERRRE /S PIETR A REBE
AASESEAREERENEAERESZ
ZEEBENFENER SRR EBLER
FE205 [FIE AL HE [MDAERRARSNE
ML BBEREALNIES WAREARE
BLAERERBEA LT SMEHNRESE
I EARE B $ARFEATEH R E IREER
BARFE-

3. EXE
ARFEHEREY ARUEEETREEMESX
AT E T & 2 RG- M B R AN BELHF
1 WA BRI RELG «

EEXBBEREPRERGLHEERNEER-FA
EREZXFERNS TEWSTAB NSO T

2005 2004

—ZBRF —ETF

HK$’000 HK$'000

BT T BT T

Transaction and handling fees REREIEE 225,724 253,042
Annual subscription and registration fees FERERLE 19,120 19,799
Training income A 170 329
Sales of software and related installation BHRBAREZHE 42 182
Others HAtb 4,045 6,354
249,101 279,706

Segment Reporting

No segment information is presented in respect of the Group’s
business and geographical segments. Throughout the year, the Group
has been operating principally in a single business and geographical
segment, i.e. the operation of electronic trading services in Hong
Kong.

4. DEBRE
RAEER AEMAREERNELETE SRS
$75 N EFBARER RILE D 2D LR
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Other Net Loss 5. HfFEEE
2005 2004
—EERF —ETF
HK$’000 HK$'000
BT T BT T
Loss on disposal of fixed assets HERBREEEMNER (1,170) (4,266)
Profit Before Taxation 6. BRBIADGF
Profit before taxation is arrived at after charging: FRABE N 2 F0BR -
2005 2004
—EERF —ETF
HK$’000 HK$'000
BETT BT T
(a) Finance costs: (@)  BIEEAKAN:
Finance charges on obligations under RMEHERENTBZH
finance leases - 3
(b) Staff costs: (b) EEMR
Contributions to defined contribution TE R FOR IR SR
retirement plan 2,323 2,258
Equity-settled share-based payment LRSS 2 RIDER
expenses 780 -
Salaries, wages and other benefits e TERHMETR 76,981 80,706
80,084 82,964
(c) Other items: () HAERB:
Auditors’ remuneration ZER S 401 111
Depreciation e
— assets held for use under operating lease —REBEEEHERECRANEE 107 -
— other assets —HmEE 15,452 25,501
Operating lease charges in respect of MENKEHERS
properties 2,561 2,943
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

7. Income Tax in the Consolidated Income Statement 1. HREWBIRNES
(a) Taxation in the consolidated income statement represents: (a) MHEWBZRWBIESR:
2005 2004
—EERF ZETOF
HK$’000 HK$'000
BT T BB T
Provision for Hong Kong Profits Tax REFBBISHES
for the year 18,590 23,985
Overseas tax paid EAEINRIE - 32
Deferred taxation RERTE (134) (3,431)
18,456 20,586
The provision for Hong Kong Profits Tax for 2005 is calculated at ZETRF FENEHBEDRFAGERTE
17.5% (2004: 17.5%) of the estimated assessable profits for the FE17.5% (ZZTMMF:17.5%) 7R /BINHTE A A
year. Taxation for overseas subsidiaries is charged at the IR R E AR TR R R
appropriate current rates of taxation ruling in the relevant
countries.
(b) Reconciliation Between Tax Expense and Accounting Profit at () BiEXIHESTHEANREARENHENT:
Applicable Tax Rates:
2005 2004
—E2THF —ETF
HK$’000 HK$'000
BT T BET T
Profit before tax B RT3 F 109,853 83,579
Notional tax on profit before tax, REARABBER /R
calculated at the rates applicable to SHEEBRRTE R ZE T IE
profits in the countries concerned 19,224 14,658
Tax effect of non-deductible expenses FEA] FHUR B S B 97 6,819
Tax effect of non-taxable revenue FEERBIMANTR B E (1,286) (891)
Other differences EfhZg 421 -
Actual tax expense ERHIES T 18,456 20,586
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8.

Income Tax in the Balance Sheet
Current Taxation in the Balance Sheet Represents:

(a)

(b)

73

8. EBERBEXRMNFEH
(a) BESBERNETHBES:

The components of deferred tax (assets)/liabilities
recognised in the consolidated balance sheet and the
movements during the year are as follows:

Depreciation

The Group The Company
rEE AT
2005 2004 2005 2004
—ETRF —ZTEF —E2THF —ETF
HK$’000 HK$'000 HK$’000 HK$'000
BYET T BT BT T BT
Provision for Hong Kong KEZEBFEH
Profits Tax for the year B 18,590 23,985 18,590 23,985
Provisional Profits Tax paid EREHFEH (17,993) (20,934) (17,993) (20,856)
597 3,051 597 3,129
Balance of Profits Tax provision — A EERFIER
relating to prior years B H 791 797 791 797
1,388 3,848 1,388 3,926
Deferred Tax Assets and Liabilities Recognised: (h) ERIANEZEHBEEEREMSE:
The Group (i) AEEH

ERGFEAERBERERNELHER (B
BE)/BENEREBNRFRZEMT:

allowances
in excess of
related
depreciation
HEESZEE Tax losses Provisions Total
HEATE BgEER BiE @t
HK$'000 HK$'000 HK$'000 HK$'000
AR ABETT ABETT BETT
Deferred tax arising from: RE SIS EWELHRIEA:
At 1 January 2004 R=ZETME—-—A—H 7,234 (400) (438) 6,396
(Credited)/charged to RiralaEE
consolidated income (Gt A) /3%
statement (3,630) 199 - (3,431)
At 31 December 2004 RZZZERF+=-A=+—H 3,604 (201) (438) 2,965
At 1 January 2005 R—ZETRF—A—H 3,604 (201) (438) 2,965
(Credited)/charged to NSNS
consolidated income A /5%
statement (203) (369) 438 (134)
Disposal of subsidiary HENBAR - 405 - 405
At 31 December 2005 R-Z2RF+=-A=t+-H 3,401 (165) - 3,236
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Notes to the Financial Statements (continven)

MR @
(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

8. Income Tax in the Balance Sheet (continued)
(b) Deferred Tax Assets and Liabhilities Recognised: (continued)

(ii)  The Company

The components of deferred tax (assets)/liabilities

recognised in the balance sheet and the movements during

8. EBERBEXRNFASEH (@)
(b)) ERRHEEHBEEREE: (&)

(i) ELE]

EREERBERERANELEN A
(BE) /ABNEARBO ARFRE

the year are as follows: R
Depreciation
allowances
in excess of
related
depreciation
EELEH Provisions Total
EBAITE BE st
HK$'000 HK$'000 HK$'000
BT T BT T BT T
Deferred tax arising from: RETHEENEERIE:
At 1 January 2004 RZEZTMNF—HA—H 6,513 (438) 6,075
Credited to income statement RIREERETA (3,390) - (3,390)
At 31 December 2004 RZZEZNMF+-_A=+—H 3,123 (438) 2,685
At 1 January 2005 R-ZEZERFE—H—H 3,123 (438) 2,685
(Credited)/Charged to income  RUtzsk GTA) /T
statement (174) 438 264
At 31 December 2005 R-ZEERF+-A=+—8H 2,949 - 2,949
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Directors’ Remuneration
Directors’ remuneration disclosed pursuant to section 161 of the Hong
Kong Companies Ordinance is as follows:

75

9. E=EHE

REQRGIFEICHERBENESEMEFFISIT:

Basic
salary,  Contributions
allowances to Share-
and other retirement hased 2005
henefits schemes payments Total
Fee EXFHe 28 RIKER Bonus MR 5 Z22RF
ne REMEF TR #A ERNXZA b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BT BETT BT BT
Executive directors HITES

YUE Kwok Hung, Justin REE - 2,550 12 1,994 41 4,597
CHUNG Shun Kwan, Emily /B8 - 986 8 - 16 1,010

Non-executive directors FHTES
LEE Nai Shee, Harry FhiE 17 - - - - 17
NG Chik Sum, Jackson RER 13 - - - - 13
CHOW Shiu On, David Ak%& - - - - - -
Hubert CHAK B 15 - - - - 15
KAN Kam Chan, Patrick E e 6 - - - - 6
BIEN Chia Chen, Andy THRIE& - - - - - -
YING Tze Man, Kenneth BEX 8 - - - - 8
James Steed TSIEN James Steed TSIEN - - - - - -
CHEUNG Yiu Sing RIEAK 17 - - - - 17
Martin CUBBON Martin CUBBON 2 - - - - 2
LEUNG Man Ching, Maggie — 2&X& - - - - - -
JIANG Wei % - - - - - -
SINN Chung Ming, Anthony % k# 6 - - - - 6
LEUNG Kwan Yuen, Andrew  2ZZ 2 - - - - 2
MAK Kui Yin, Louis R 4 - - - - 4
YUEN Man Chung, Tommy — RR& - - - - - -
Stuart Kennedy NIVISON Stuart Kennedy NIVISON 2 - - - - 2
SIU Man Tat, Martin 63 4 - - - - 4
Alistair CURRIE Alistair CURRIE 1 - - - - 1
LAU Kam Kuen, David )i 13 - - - - 13
LO Sze Wai, Albert ZEmg 10 - - - - 10
FONG Ching, Eddy HIE 89 - - - - 89
WONG Tin Yau, Kelvin ERH 89 - - - - 89
HO Lap Kee, Sunny D=2 70 - - - - 70
Total 5t 378 3,536 20 1,994 57 5,985
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Notes to the Financial Statements (continven)

PBRMRME @

(Expressed in Hong Kong dollars)

(LB B2 I8 W)

76

9. Directors’ Remuneration (continued) 9. EEME ®
Basic
salary,
allowances  Contributions
and other to Share-
benefits retirement based 2004
EAFé- schemes payments Total
Fee = RIER Bonus U A —ZENE
ik REAEH SHEIfRR bizan HRM S st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT BT AT BT AT AT
Executive director HTES

YUE Kwok Hung, Justin R - 2,550 12 1,451 - 4,013

Non-executive directors FHITES
LEE Nai Shee, Harry =T 15 - - - - 15
NG Chik Sum, Jackson RERHK 8 - - - - 8
CHOW Shiu On, David Bk& - - - - - -
Hubert CHAK 2R 13 - - - - 13
KAN Kam Chan, Patrick 5 8B 1 11 - - - - 11
BIEN Chia Chen, Andy TRIR 2 - - - - 2
YING Tze Man, Kenneth HF L 9 - - - - 9
James Steed TSIEN James Steed TSIEN 2 - - - - 2
WOON Yi Teng, Eden FHAE - - - - - -
CHEUNG Yiu Sing SRIBAK 15 - - - - 15
Martin CUBBON Martin CUBBON 6 - - - - 6
LEUNG Man Ching, Maggie #x & 4 - - - - 4
JIANG Wei & - - - - - -
SINN Chung Ming, Anthony 144 8 - - - - 8
LEUNG Kwan Yuen, Andrew  REE 6 - - - - 6
MAK Kui Yin, Louis ZEEER 6 - - - - 6
YUEN Man Chung, Tommy =&K& - - - - - -
CHUI Kin Ming &iEAA 2 - - - - 2
Richard Jason Llyod YORKE ~ Richard Jason Llyod YORKE 2 - - - - 2
Stuart Kennedy NIVISON Stuart Kennedy NIVISON 4 - - - - 4
CHING Suk Yee, Betty BIERE - - - - - -
LEUNG Cheuk Man REX - - - - - -
SIU Man Tat, Martin FE 13 - - - - 13
Alistair CURRIE Alistair CURRIE 6 - - - - 6
YUE Chung Yee, Denise BIRIE - - - - - -
HO Chi Ming, Kelvin =L - - - - - -
HO Suen Wai IS - - - - - -
Total 4t 132 2,550 12 1,451 - 4,145
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Directors’ Remuneration (continued) 9.
The above emoluments include the value of share options granted to

certain directors under the Company’s share option scheme as

estimated at the date of grant. Details of these benefits in kind are

disclosed under the paragraph “Share Option Scheme” in the

Directors’ report.

Individuals with Highest Emoluments 10.

Of the five individuals with the highest emoluments, two (2004: one)
are directors whose emoluments are disclosed in note 9. The
aggregate of the emoluments in respect of the other three (2004: four)
individuals are as follows:

ESME @

LI e e EREARRNBRETSIRTETES
BB R B B A EHEE DB DM RN
BENESSREE [FBAET S —BRRE-

BEHFAL
AEEOAEERHFATOEARAMEES (ZF
TPE:—R) A DRI EORE - Eth =B AL
(ZZTMF: mE) BB T

2005 2004

—EERF —ETOF

HK$’000 HK$'000

BT T BT T

Salaries and other emoluments Fre kAP 4,210 5,271
Discretionary bonuses BIEIEAT 633 670
Share-based payments LARRD R ERER)Z A 40 -
Retirement scheme contributions RURAEFIET B 40 48
4,923 5,989

The emoluments of the three (2004 four) individuals with the highest
emoluments are within the following bands:

ZERRSFAL (CTTOF MNE) ABHEELNT:

2005 2004

—EREF —ETF

Number of Number of

$ individuals individuals
BT A A
Nil = 1,000,000 Z-1,000,000 = -
1,000,001 - 1,500,000 1,000,001-1,500,000 3 2
1,500,001 - 2,000,000 1,500,001-2,000,000 - 2
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

11. Profit Attributable to Equity Shareholders 11.
The profit attributable to the shareholders of the Company includes a
profit of $92,929,000 (2004: $61,349,000), which has been dealt

R A ARSI R
AR RIBCRE S E A B EEAER92,929,0007T
(ZB T4 5161,349,0007T) MG B3

with in the financial statements of the Company. RRART B RER PRI
12. Dividends 12. BE
(a) Dividends Payable to Equity Shareholders of the Company (a) AFERMELRAREFEANKRE
Attributable to the Year
2005 2004
—BTHEF —ETOF
HK$’000 HK$'000
B¥T T BT T
Interim dividend declared and BRR IR E 8+ H 8 B AR8.80
paid of 8.80 cents per share (ZZZmaF (F5)) :5.3274L)
(2004 (restated): 5.32 cents) 63,300 38,267
Special dividend declared and EORFIRE AR BIAR B AR 432780
paid of 4.32 cents per share (ZZTMF (FF) :F)
(2004 (restated): Nil) 31,074 -
Final dividend proposed after the HEE AR ARA SR
balance sheet date of 3.00 cents 3.008 (ZZZTHF
per share (2004 (restated): 1.60 cents) (E%) :1.60781L) 23,329 11,509
117,703 49,776

The final dividend proposed after the balance sheet date has not
been recognised as a liability at the balance sheet date.

=1

BEARNERRASEEE L RERAE

(b) Dividends Payable to Equity Shareholders of the Company () FRARL-FERFESHERRGHESER
Attributable to the Previous Financial Year, Approved and Paid ARESEARE
During the Year
2005 2004
—E2THF —ETF
HK$’000 HK$'000
BYT T BT T
Final dividend in respect of the previous FAF_E—MERFESHER
financial year, approved and paid AT B AR B B AR 1604811l
during the year of 1.60 cents per share (ZZZTIF (F7)) :4.207%40)
(2004 (restated): 4.20 cents) 11,509 30,211

Note: Except for the 2005 final dividend proposed after the balance sheet
date, the dividend per share figures above have been restated
giving effect to the share consolidation passed by a shareholder
resolution on 14 October 2005 (note 24(a)(ii)).

Tradelink Electronic Commerce Limited R S:EBEFRHBMLE
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13. Earnings Per Share

(a)

Basic Earnings Per Share

The calculation of basic earnings per share is based on the profit
attributable to ordinary equity shareholders of the Company of
$91,397,000 (2004: $62,993,000) and the weighted average
number of 729,698,000 ordinary shares (2004 (restated):
719,313,000 shares) in issue during the year, calculated as
follows:

13. ERER
(a) SREXEF
FENGREABHBEAD T ERRESE
AFE(GRFEH91,397,0007T (Z BB U4E 55
#62,993,0007T) RAFERNEEITEBRN
INREF A% 729,698,000k (Z BT 4F (&
1) :719,313,0008%) IZA T A RFTE

Weighted average number of ordinary shares LR INIE T
2005 2004
e —TEMF
000 '000
T Fa%
(restated)
(E5)
Issued ordinary shares at 1 January R—A—HEBITEER 1,438,625 1,438,625
Effect of share consolidation f&th & B 28 (M E24(a)ii) (719,312) (719,312)
(note 24(a)(ii))
Effect of shares issued BEITRNHTE 10,385 -
Weighted average number of R+=—A=+— B EBIRINEFHE
ordinary shares at 31 December 729,698 719,313

The weighted average number of ordinary shares in issue during
2004 has been restated giving effect to the share consolidation
by a shareholder resolution passed on 14 October 2005 as if the
event had occurred at 1 January 2004.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

13. Earnings Per Share (continued) 13. BRER @)
(b) Diluted Earnings Per Share () SREBIEF
The calculation of diluted earnings per share is based on the FAGREE R IREAA TS BRRER
profit attributable to ordinary equity shareholders of the B AR F7E#91,397,000T (ZEEMF:
Company of $91,397,000 (2004: $62,993,000) and the 7 1£62,993,0007T) JA K& B 81T H AR A hn i
weighted average number of ordinary shares of 734,107,000 F1594(734,107,0008% (ZZZM04F (£7) :
(2004 (restated): 719,313,000 shares), calculated as follows: 719,313,0000%) HIA T X FHE
(i)  Profit attributable to ordinary equity shareholders of the (i) AREIEARRIETE A F (K8
Company (diluted) &)
2005 2004
—EERF ZETOF
HK$'000 HK$'000
BETT BT T
Profit attributable to ordinary RARIEBIRRERS B ARG RT
equity shareholders 91,397 62,993
(i) Weighted average number of ordinary shares (diluted) (ii)  EAEAR TGS (CH#E)
2005 2004
—BREF —2EmF
’000 '000
R Fi&
(restated)
(&%)
Weighted average number of R+ A=+ —BEBRMNETIE
ordinary shares at 31 December 729,698 719,313
Effect of deemed issue of shares BAIREAR N RIEARERT 2
under the Company’s share REBREBITRMHOZE (H:723)
option scheme for nil
consideration (note 23) 4,409 -
Weighted average number of R+ZA=+—RAEBR
ordinary shares (diluted) RS ()
at 31 December 734,107 719,313
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14. Fixed Assets 14. BEEE
(a) The Group (a) F&E
Interest in
leasehold
land held
for own
use under
operating
lease
Hardware  Computer Furniture RELE
Leasehold and  and office and &R
improvements software  equipment Motor fixtures L3=)
HEw BER iR vehicles HiR Building  Sub-total ZHE Total
$44 B BAERE RE #E BT it T &3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AETT  BgTr A¥Tr BETr BETn A%t BETr BT AT
Cost: 2%
At 1 January 2005 R=ZZRF—-A—-H 16,358 - 223,237 350 3,127 - 243,072 - 243,072
Additions RE 8,945 32,665 9618 - 1,545 33,250 86,023 6,018 92,041
Disposals i (12,289) - (3,557) - (1,939) - (17,785) - (17,785)
Disposal of HEMBAT
subsidiary - (32,665) (399) - - - (33,064) - (33,064)
At 31 December 2005 M=ZERF+=A=+-8 13,014 - 228,899 350 2,133 33,250 278,246 6,018 284,264
Aggregate depreciation: ZztiTE:
At 1 January 2005 RNZEZHRF-A—H 16,107 - 196,473 243 2,899 - 215,722 - 215,722
Charge for the year FRRERT 885 - 12,984 107 229 1,247 15,452 107 15,559
Disposals HE (12,280) - (2,414) - (1,907) - (16,601) - (16,601)
Disposal of subsidiary  tHEHBA] - - (78) - - - (78) - (78)
At 31 December 2005 MH=-EERE+=-F=1-H 4112 - 206,965 350 1,221 1,241 214,495 107 214,602
Net hook value: REFE:
At 31 December 2005 MH=-EERE+=-F=1-H 8,302 - 21,934 - 1,912 32,003 63,751 5,911 69,662
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Notes to the Financial Statements (continven)

MR @
(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

14. Fixed Assets (continued)
(a) The Group (continued)

14. EEEE (&)
(a) ZA%E (&)

Computer Furniture
Leasehold and office and
improvements equipment Motor fixtures
HEY BRER vehicles e 3795 Total
E3:30 BAERE "RE #B st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT BEFT BEFT AT
Cost: RN
At 1 January 2004 RZZTWFE—A—H 16,216 247,305 350 3,254 267,125
Additions RE 235 7,858 - 25 8,118
Disposals e - (31,514) - (114) (31,628)
Disposal of H &M
subsidiary (93) (412) - (38) (543)
At 31 December 2004 RZTEWNF+=A=+—H 16,358 223,237 350 3,127 243,072
Aggregate depreciation: Rt E:
At 1 January 2004 RZTEWF—F—H 15,965 199,113 127 2,861 218,066
Charge for the year FRTERY 235 24973 116 177 25,501
Disposals e - (27,254) - (109) (27,363)
Disposal of subsidiary HERBAT (93) (359) - (30) (482)
At 31 December 2004 RZTENF+=A=+—H 16,107 196,473 243 2,899 215,722
Net hook value: BRERE:
At 31 December 2004 RZZZNF+=—A=+—H 251 26,764 107 228 27,350
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14. Fixed Assets (continued) 14. BEEE ®)
The Company (h) ZFAH
Interest in
leasehold
land held
for own
use under
operating
Computer Furniture lease
Leasehold  and office and RESE
improvements  equipment Motor fixtures BERE
e EKE  vehicles HRR  Building  Sub-total ERZEE Total
NELE  BLERE "E #E L £ Mt LR &t
HK$000  HK$000  HK$000  HK$'000  HK$'000  HK$000  HK$000  HK$000
BT BT AT ARTr A¥Tr  B%Tr A%t AT
Cost: A
At 1 January 2005 R=ZZRF—-A-H 15,188 210,655 350 3,016 - 229,209 - 229,209
Additions HE 8,879 8113 - 1,529 33,250 51,771 6,018 57,789
Disposals e (11,125) (3,249) - (1,89) - (16,270) - (16,270)
At 31 December 2005 RZZFTRF+=A=+—H 12942 215519 350 2,649 33250 264,710 6,018 270,728
Aggregate depreciation: ~ ZiHTE:
At 1 January 2005 R=Z2ZR5—-A-H 14,950 187,528 243 2,814 - 205535 - 205535
Charge for the year FRNERS 868 10,998 107 208 1,247 13,428 107 13,535
Disposals HE (11,116) (2,150) - (1,866) - (15,132) - (15,132)
At 31 December 2005 RZZFTRF+=A=+—H 4,702 196,376 350 1,156 1,247 203,831 107 203,938
Net hook value: REFE:
At31 December 2005  R=EERF+-A=1-H 8,240 19,143 - 1,493 32,003 60,879 5911 66,790
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Notes to the Financial Statements (continven)

MR @
(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

14. Fixed Assets (continued)

(b) The Company (continued)

14. EEEE (&)
(b) EAT &)

Computer Furniture
Leasehold and office and
improvements equipment Motor fixtures
HEY ElR vehicles BHR Total
30 BAZRE AE RE w@st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BB BT BT BT
Cost: %
At 1 January 2004 RZZEZTNFE—A—A 14,953 235,382 350 3,084 253,769
Additions RE 235 6,765 - 25 7,025
Disposals HE - (31,492) - (93) (31,585)
At 31 December 2004 RZZTNF+=A=+—H 15,188 210,655 350 3,016 229,209
Aggregate depreciation: — RiHTE:
At 1 January 2004 RZZZTNE—A—H 14,765 192,278 126 2,761 209,930
Charge for the year FRITERAX 185 22 487 117 145 22,934
Disposals HeE - (27,237) - (92) (27,329)
At 31 December 2004 RZZTNF+=A=+—H 14,950 187,528 243 2,814 205,535
Net book value: RERE:
At 31 December 2004 RZZTNF+=A=+—H 238 23,127 107 202 23,674
(c) The Analysis of Net Book Value of Properties is as Follow: (c) YHBREFESHUT:
2005 2004
—ZERF —ETF
HK$’000 HK$'000
BET T BT T
In Hong Kong RES
— medium-term lease —H S 5,911 -
5,911 -
Representing: F:
Interest in leasehold land held for BELEHREREERAZ
own use under operating lease HE S 5,911 -
5,911 -
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15. Capitalised Development Costs 15. ERFZERNBAERAE
The Group AEE
HK$'000
BEFIT
Cost: 5%
At 1 January 2005 RZZTRF—HA—H -
Additions NE 5,657
Disposal of subsidiary HEHB AR (5,657)

16.

At 31 December 2005

Accumulated amortisation:

At 1 January 2005
Charge for the year
Disposal of subsidiary

Rt
W-_ZZERF—HA—H
FREHERX
HEHME QA

At 31 December 2005

Net book value:
At 31 December 2005

REERE:
RZTERF+=A=+—H

The capitalised development costs represent the cost of developing

the digital trade and transportation network platform by a subsidiary
which was disposed of during the year. As the asset was still in
development and not ready for its intended use, no amortisation was

charged for the year.

ERREANFBERARRFACHE—HMNEAT
2B ZEHREZRA - R BREENE
R MR P EEUE RS F MBS S T

Interest in Subsidiaries 16. FihHB A RfER
2005 2004
—BREF —2EmF
HK$’000 HK$'000
BETT BT T
Unlisted shares, at cost EEMARG IR ANE 10 10
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

16. Interest in Subsidiaries (continued) 16.

Details of the subsidiaries which principally affected the results or
assets of the Group are as follows:

Fri& B 1 R R R (42)
TEVEIEEEENEEOMBLAFBEOT

Percentage of

Place of Particulars of shares held by
incorporation issued and Group and
Name of subsidiary and operation paid up capital Company Principal
company AL ERITRAZE AEEREDT activity
i) NGRS REBEE RAFE RO B FEER
Digi-Sign Certification Hong Kong 10,000 shares of 100% Certificate Authority
Services Limited BB $1 each services
BFRERBERAA 10,000/ &% BERERE
HEEBE TR
Trade Facilitation Hong Kong 100 shares of 100% Dormant
Services Limited BB $1 each g
100M% B AR E (8
B LTRG

All of these are controlled subsidiaries as defined under note 1(e) and
have been consolidated into the Group’s financial statements.

(a) Sale of Assets and Liabilities of a Subsidiary
On 31 October 2004, the Group sold the assets and liabilities
and business of Guangzhou Tradelink (Panyu) Software
Development Limited and recorded a loss on disposal of
approximately $55,000.

A B2 BB EEL() PTRENFIZESIM B AR X
ERAEENMBRETEE AlRe

(a) HEMBARNEERE
“EENFET A=+ B AEEEEEMNT
ERESBEMHEARATNEERENRE
% 845 B B IRAE % 55,0007T
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16. Interest in Subsidiaries (continued)

(b)

Deemed Disposal of a Subsidiary

On 29 August 2005, the Company and FSI entered into an
agreement under which the Company agreed to sell to FSI
shares in DTTNCo, a subsidiary of the Company at the time,
representing approximately 29.17% of the issued share capital
of DTTNCo for a consideration of $31.5 million (“Acquisition
Agreement”). The Acquisition Agreement requires FSI to pay the
consideration for its shares in DTTNCo within three months after
the fulfilment of the condition that (a) FSI obtaining the approval
of the Finance Committee of the Legislative Council of Hong
Kong for FSI's equity investment in DTTNCo, and (b) that any
terms and conditions as may be specified by the Finance
Committee for such investment are consistent with the terms
and conditions set out in the Acquisition Agreement and an
agreement entered into on 31 August 2005 between the
Company, FSI and DTTNCo for the management and operation
of DTTNCo and to regulate the rights of the shareholders of
DTTNCo (“condition subsequent”). If the condition subsequent
is not fulfilled prior to 31 August 2006, the DTTNCo shares will
be returned to Tradelink. Pursuant to these agreements, FSI has
the ability to exercise control of DTTNCo Board of Directors.
Accordingly, the Group has accounted for its investment in
DTTNCo as an investment in an associate. The Group recorded
a gain on the deemed disposal of approximately $347,000.
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(b)

RAHEHWELQS

—ZETRFNAZTNB KARIEFSIF]
B AR BRI BEAR B E R HHTE AR
DTTNCoHIRED ({EDTTNCo B BT AL
29.17%) & FFSI - R{EAEH31,500,0007T
([REBRORE]) -RERMDIGZSRE FSIZE
PATRFE LA T 1% - = 18 A R DTTNCoR& {5
BRIE: FSIEREB LS U HE B SIE
FDTTNCORIIR AR E R ()M EE B @ phakiR
BETETRIIGR R AR B R B AR (0 R s e AN
A FSIXDTTNCOR =ZZEZERFNA=+—H"
FETBADTTNCOM B R R & B IA KRB EDTTNCo
&R B4 & M 5T S A p PR IR R A (T2
RG] — B WR T RNENA=T—H
RIIARTER B R IEM DTTNCOR D #5578 T &
SR Fuligs MR R REE A HE
DTTNCoE =g 1TEZEHIE Bt AEEE
EFADTTNCoRY1R & ABRTI| VR & A R & - A
SEMZIRE AL EHREWE LB HE347,000
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

16. Interest in Subsidiaries (continued) 16. FrEMBARER ()
(c) Disposal of Subsidiaries (c) HEWBAR
2005 2004
—EERF ZETOF
HK$’000 HK$'000
BT T BT T
Net assets disposed of (excluding cash FHENEEFE (TEERER
and cash equivalents): Re%HE)
Fixed assets BEEEE 32,986 61
Capitalised development costs ERFTARNFRERAR 5,657 -
Other receivables and prepayments E i MR IE R TR RIE 572 19
Other payables and accrued expenses E b T RIE KBRS (16,519) (4)
Deferred taxation EIERLIE 406 -
23,102 76
Profit/(loss) on disposal HERR / (E18) 347 (55)
23,449 21
Less: Investment retained subsequent g IR ERIRBIRE
to disposal (75,645) -
(52,196) 21
Satisfied hy: XA
Consideration RE 31,500 60
Less: Cash and cash equivalents HFTHENRE RReEE
disposed of (83,696) (39)
Total net consideration BREFE (52,196) 21
Proceeds from the deemed disposal of subsidiary of RZZERF+A=+—HA RALEWB AT
HK$31,500,000 (2004: HK$60,000) is recorded as other W EIB BEUE 31,500,000 (ZEZT M4 5
receivables and prepayments as at 31 December 2005. #60,0007T) A H fth FEUGRIE R TE N FIE R AR
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17. FiEBE D RER

The Group The Company
rEH AT

2005 2004 2005 2004
—ETRF ZZETEF —ETHF —ETF
HK$’000 HK$'000 HK$’000 HK$'000
BT T BT BET T BT T
Unlisted shares, at cost FEEMRR IR ANE - - 82,280 5,780
Share of net assets EILEEFE 74,858 - - -
Less: Impairment loss B R EE R - - (5,780) (5,780)
74,858 - 76,500 -

The following list contains the particulars of associates, all of which

are unlisted corporate entities, which principally affected the results or

assets of the Group:

ATHIIERZERNEEEREREENHE QT
MRS ZEARERIFLTEEER:

Percentage Percentage
of group’s of shares
Place of Particulars of effective held by the
incorporation issued and interest company
and operation paid up capital AEE AL RATFFrE Principal
Name of associate MR CRITHE BRER B#H  activity
BERR AR =30 RAFE Elalsd Aokt EEXER
i-Legal Service Ltd Hong Kong 5,034,962 35% 35%  Provision of
BE ordinary shares online legal
of $1 each services
5,034,962 REE EERRE
BREE
BT EBR
KAZ Computer Hong Kong 100 ordinary 25% 25%  Provision of
Services Hongkong BE shares of data centre
Limited $1 each services
100 F A% RS LIRS
HEEA%LT
el
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(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

17. Interest in Associates (continued)

90

17. FrihE&E D TER (&)

Percentage Percentage
of Group’s of shares
Place of Particulars of effective held by the
incorporation issued and interest Company
and operation paid up capital AEE AL RATFFrE Principal
Name of associate MR ERITHE BERES B4 activity
BERR AR =30 RAFE Aok Aokt EEXER
Pan Asian E-Commerce Hong Kong 5 ordinary 20% 20%  Provision of
Alliance Services Ltd BE shares of $1 secretariat and
each administrative
SR EREE services
BT EBR R E RATBURES
Pan Asian e-Commerce British Virgin 10 ordinary 20% 20%  Management of
Alliance Trade Islands shares of Pan Asian
Services Limited RBRELZES US$1 each Alliance trade
10k &% services
HEZX21T EIR)Z R
g il B SR
Pan Asian Certificate British Virgin 10 ordinary 20% 20%  Management of
Policy Authority Limited Islands shares of Pan Asian
REBEZES US$1 each Alliance public
108 F /% key infrastructure
HEZX21T BT TR
i NREE
Digital Trade and Transportation Hong Kong 108,000,000 71% 71%  Provision of
Network Limited BE ordinary shares electronic
HIEE S ERBEARDT of $1 each messaging
108,000,000 routing and
REKRmEE transformation
B LTE AR services
REEFAE
R IR R

Tradelink Electronic Commerce Limited R S:EBEFRHBMLE



17. Interest in Associates (continued)

18.

91

17. FrihE&E D TER (&)

Summary financial information on associates BE N RN S A R E
Assets Liabilities Equity Revenue  Profit/(loss)
gE aE "% WA R/ (EE)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB T BB T BETT BETT BET T
2005 —ZTRF
100% 100% 128,607 (34,171) (94,436) 17,943 (2,251)
Group's effective interest AEEERER 84,420 (9,691) (74,729) - (916)
2004 —EBENE
100% 100% 9,331 (19,443) 10,112 11,847 (2,485)
Group's effective interest REBERER - - - - -
Other Financial Assets 18. HittBiEEE
The Group The Company
rEH AT
2005 2004 2005 2004
—ETRF ZZTTEF —EERF ZTETNF
HK$’000 HK$'000 HK$’000 HK$'000
BETT BT BET T BBT T
Non-current FERE
Unlisted equity securities BEBRFELTMRAES  RKAE
in Hong Kong, at cost 57,500 57,500 57,500 57,500
Less: impairment 8RB (47,500) (47,500) (47,500) (47,500)
10,000 10,000 10,000 10,000
Current b
Loan to subsidiary ERTFHBAR - - 10,000 10,000
Total “aEt 10,000 10,000 20,000 20,000

The loan to subsidiary is unsecured, interest free and repayable on

demand.

RTHBARNERTVEER 2B RAREREE

&
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Notes to the Financial Statements (continven)

PBRMRME @

(Expressed in Hong Kong dollars)

(LUBM B2 5IE )

19. Trade Receivables
Credit terms granted by the Group to customers generally range from
one week to one month.

20.

An ageing analysis of trade receivable, base on the invoice date is as

19. FEWEBRRK

AEE-RETEFP—EHE—EANEESR-

RFBEZAH EURRRNRER AT :

follow:
The Group The Company
AEE b NN
2005 2004 2005 2004
—EERF —TTmE —ETRE —TTMmE
HK$’000 HK$'000 HK$’000 HK$'000
BET T BT BETT BT
Current BNER 18,647 20,072 18,016 20,052
1 to 3 months overdue BR—EARLKR=[EA 287 164 282 164
More than 3 months overdue but less BB=EAEBIR+_EA
than 12 months overdue 13 6 13 6
18,947 20,242 18,311 20,222

The Group’s credit policy is set out in note 25(a).
All the above balances are expected to be recovered within one year

and they are generally covered by customer deposits received from
customers (see note 20).

Trade Creditors, Accounts Payahle and Other Payables

AEENEEBRENHTEE5@a) ©

TEH bl ertg iR — AN E I —REEFP R
HER e RE (RIE20) -

20. BEMERXENREREBENSRER

The Group The Company
EE AT

2005 2004 2005 2004
—ZTRF ZZTNEF —ZTRF —TTMEF
HK$’'000 HK$'000 HK$'000 HK$'000
BT T BEETIT BETT BT T
Trade creditors FETER IR 11,963 8,142 11,963 8,142
Customer deposits received (note (i) BWEF®RSE (Kf:i) 170,605 168,862 170,605 168,862
Accrued charges and other payables FERTF 2 T E At B4 FRIE 40,921 41,536 39,331 40,844
Amounts due to subsidiary FEASTHY B A R FIE - - 8,995 7,697
223,489 218,540 230,894 225,545

Tradelink Electronic Commerce Limited R S:EBEFRHBMLE
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20. Trade Creditors, Accounts Payable and Other Payables

(continued)

20. EMIRXR-EBARBAREMGESKE @

(i)  Included in trade and other payables are trade creditors with the (i)
following ageing analysis as of the balance sheet date.

REEE R St RR R E MR SRR E

MERFRERIR DTN T

The Group The Company
rEH KAT
2005 2004 2005 2004
—ETRF ZZTEF —E2THF —ETF
HK$’000 HK$'000 HK$’000 HK$'000
BET T BT B¥T T BT T
Due within 1 month or — {8 A REIEAsk
on demand REREEER 11,963 8,142 11,963 8,142

(i)  Deposits received are monies received from customers before
they are allowed to make trade transactions through the use of
the Group’s systems. Generally, customers are only allowed to
incur transaction charges up to the amount deposited with the
Group. Deposits are refundable to customers on demand.

21. Provision for Long Service Payments

(ii)

Bz RKRT P EARBAREEN RUEST
HBHR 5B R P WBINFIR— AR B
AURRENRZE UEPRASE S NEZ
SRR e A RS ZRKMRE-

21. ROBRBRE

The Group and the Company

AEBEEAAT

2005 2004

—E2THF —ETF

HK$’000 HK$'000

BET T BT T

At 1 January R—A—H 2,741 2,239

Released/utilised Bk /EBA (285) (251)
Provisions charged to the PR R IR A B

income statement 847 752

At 31 December R+=-—A=+—H 3,303 2,740
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

22,

23.

Employee Retirement Benefits

The Group operates a Mandatory Provident Fund Scheme (“the MPF
scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF scheme is a defined
contribution retirement plan administered by independent trustees.
Under the MPF scheme, the employer and its employees are each
required to make contributions to the plan at 5% of the employees’
relevant income, subject to a cap of monthly relevant income of
$20,000. Contributions to the plan vest immediately.

Equity Settled Share-based Transactions

The Company has a Pre-IPO share option scheme and a share option
scheme which were adopted on 2 August 2000 and amended on 11
September 2001 and 26 November 2002 respectively and 14 October
2005 whereby the directors of the Company are authorised, at their
discretion, to invite employees of the Group, including directors of any
Company in the Group, to take up options at consideration of $1.00
per grant to subscribe for shares of the Company. Each option gives
the holder the right to subscribe for one ordinary share in the
Company.

The share options granted under the Pre-IPO share option scheme
can only be exercised after 12 months (25%), 24 months (60%) and
36 months (100%) respectively from the commencement of the
trading of the Company’s shares on the SEHK being 28 October 2005,
and have a duration of 10 years from the date on which the grant was
made. The exercise price per share for the options is at $0.90 and the
issue price of the shares upon the listing of the company’s shares on
the SEHK.

The share options granted under the share option scheme vest after
12 months (25%), 24 months (60%) and 36 months (100%)
respectively from date of grant and then exercisable within a period of
10 years. The subscription amount payable in respect of each share
upon the exercise of an option shall be determined by the Board of
Directors and shall be not less than the greater of:

22.

23.

EERNKER
AEERB(ERERVIEAREBED)  BIRIE
(EREBIEIDERNES RIBHIEAEEE
([afaestdl]) BReHARBIITAERNE
BUFORAG B RIBRTRS & BEXREBASRN
FHEVEHRENMER BHEABS%MNMHK MBEBAL
B8 A IR AR 520,0007T £ B EET B
R HRNEREME

DREZEZRBER
RRARBERZTZETFEN\AZRERE R AFBRAT
BRESE ZAE SR T —FNAT—HR
TR -F+— A+ RBEI RZEERFTA
A ARBEEFEERNEE BUEEREEE
B BEAEETAARES BN RERARRG
REENRE RERBELOOTT-BNEREERB AR
ERBEARRT—REBAR-

RIEER A BB AT AR AT I A0 R AR - A =
ZTARF+ A+ N\BARRRHBEREBAES
Bt —@A —tmEAR=FTEA®% FrAH 5
1IEEP25% ~ 60% K% 100%HIR%1 BB B =R A
HERT AEI T FERE THERBRNITEE R
0.907T R AR A AR TE Bt 3 FT LB AR D B 518

EREESRF AR — T HEA R=+7<EA
1% RIBBIAERT BIR D BB RE D BB E25% ~ 60%
$2100% - BEIR AT+ FEANT TR - RTT AR AR R T 28
REREOXNNRBFTARHESSETE BTE
PRTIEEPREE:
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23. Equity Settled Share-based Transactions (continued)

(M)

(i)

(iii)

(a)

95

23. UREEEZROER @)

the closing price of the shares on the SEHK as stated in the () REBERENEEZNBEE(FLAH] -HENE
SEHK'’s daily quotations sheet on the date, which must be a BEER) RERZME A MERAYIRGHUK
business day, of the written offer of such option (the “Date of HE:

Grant”);

the average closing price of the shares on the SEHK as stated in (i EERLEMSARESER RBZAERR

the SEHK'’s daily quotations sheets for the five business days

immediately preceding the Date of Grant; and

the nominal value of the shares.

The Terms and Conditions of the Grants that existed During the (a)
year are as follows, wherehby All Options are Settled by Physical

Delivery of Shares:

(i) FOE(E.

fRE AR

BRI R R PR T U TR B

FATRERBERINROMEENBREZ

Contractual
Number of life of options
instruments Vesting conditions BIRRER
THEHA 3 B R EHEFEH
Options granted to directors:
ERTEENERE:
—on 24 November 2000 2,162,500 12 months (25%), 24 months (60%) and 10 years
—-RZETTF+—A=+WA 36 months (100%) from 28 October 2005
ZEERF+T A N\BRBFI2E A (25%) - 106
2418 A (60%) %361 A (100%)
—on 13 December 2001 2,162,500 12 months (25%), 24 months (60%) and 10 years
—-R_ET—F+-H+=H 36 months (100%) from 28 October 2005
ZETRF AT N\BEE 12/ (25%) 105
2418 A (60%) %361 A (100%)
—on 14 October 2005 1,379,745 12 months (25%), 24 months (60%) and 10 years
—-R-ZETHEF+A+HMAH 36 months (100%) from 28 October 2005
ZETRFTAZTN\RBEE12EA(25%) 105

2418 A (60%) F2 3618 A (100%)
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

23. Equity Settled Share-hased Transactions (continued) 23. LREZEZBROER @)
(a) The Terms and Conditions of the Grants that existed During the (a) FEAFEZEBREBRITROMESENEREZ
year are as follows, whereby All Options are Settled by Physical R RARNT : (&)

Delivery of Shares: (continued)

Contractual
Number of life of options
instruments Vesting conditions B IR R
THEHAE 3 B R EHEFEH
Options granted to employees:
ERFEESNBRE:
—in 2000 3,000,000 12 months (25%), 24 months (60%) and 10 years
—RZZETTF 36 months (100%) from 28 October 2005
ZEERF+T A \BRBF12EA(25%) - 106
244E A (60%) & 361E A (100%)
—in 2001 3,165,000 12 months (25%), 24 months (60%) and 10 years
-RZZEZE—F 36 months (100%) from 28 October 2005
B-ZETRFTAZ+N\BET12MEA(25%) - 104
2418 A (60%) %361 A (100%)
—in 2002 1,030,000 12 months (25%), 24 months (60%) and 10 years
—RN_BT_—F 36 months (100%) from 28 October 2005
B-TERFTAZ+/\Bs12[EA(25%) 105
2418 A (60%) %361 A (100%)
—in 2003 490,000 12 months (25%), 24 months (60%) and 10 years
—-R-ITZT= 36 months (100%) from 28 October 2005
B-TERF+TAZ+/\BEsH 128 (25%) 105
244E A (60%) & 361E A (100%)
—in 2004 305,000 12 months (25%), 24 months (60%) and 10 years
—RZZEZTF 36 months (100%) from 28 October 2005
B-TERFTAZ+/\Bs12[EA(25%) 105
244E A (60%) & 361E A (100%)
—on 14 October 2005 12,836,551 12 months (25%), 24 months (60%) and 10 years
—-RZZEERFT+A+HEA 36 months (100%) from 28 October 2005
B-ZETRF A=+ /BT 12MEA(25%) - 104

2418 A (60%) F2 3618 A (100%)

26,531,296
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23. Equity Settled Share-based Transactions (continued)
(b) The Number and Weighted Average Exercise Prices of Share

Options are as Follows:

23. UREEEZROER @)

(b)

BRENSE RIEF9TEENT:

2005 2004
—EBERF —ZETMF

Weighted Weighted

average average
exercise Number of exercise Number of
price options price options
hnfEF BB hniETs fE R e
TEE A e A
’000 '000
R FAR
Outstanding at 1 January R—A— B! $0.90 24,630 $0.90 24,810
Share consolidation (note 24(a)(ii))  B&ia& 5 (KiaE24(a)(i) $0.90 (12,315) - -
Exercised during the year REFANITE = = - -
Granted during the year REEAFEL $1.25 14,216 $0.90 690
Forfeited during the year A E AR $0.95 (1,170) $0.90 (870)
Outstanding at 31 December R+—A=+—HBH8&H% $1.09 25,361 $0.90 24,630

Exercisable at 31 December

R+=ZA=t+—HBAfE

The options outstanding at 31 December 2005 had exercise

prices of $0.90 and $1.25 (2004: $0.90) and weighted average
remaining contractual life of 5 years and 10 years respectively

(2004: 10 years).

Annual Report 2005 &
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

23. Equity Settled Share-based Transactions (continued)

(c)

Fair Value of Share Options and Assumptions

The fair value of services received in return for share options
granted are measured by reference to the fair value of share
options granted. The estimate of the fair value of the services
received is measured based on the Black-Scholes model. The
expected life of the option is used as an input into this model.

23.

UREGEHEZROEA ()

) BWRENDTERER
B AR TR RS AT E Y2 REE
B AR ) A T ERHE - B IR B A
FETREMAFHFBAE AL B
PR TR F A O AR ST PR 0T BB

2005 2004
—E2THF —TTMF
Fair value at measurement date RErE BN AFE $0.35 $0.10
Share price & (B $1.60 $0.69
Exercise price 1B $1.25 $0.56
Expected volatility (expressed as weighted TEER IR (RN R AT RATEX A 2
average volatility used in the modelling hnE R 8 i 251))
under Black-Scholes model) 31% 20%
Option life (expressed as weighted R iE 1R (IR h R AT mETE AT A
average life used in the modelling 2 IR iR 2 51)
under Black-Scholes model) 5 years () 10 years (&)
Expected dividends TEHEARR B 1% 6%
Risk-free interest rate R P ) R 4.13% 4.25%

The risk-free interest rate used were based on the Exchange
Fund Notes or US Treasury Bond rate.

The expected volatility is based on the historic volatility
(calculated based on the weighted average remaining life of the
share options), adjusted for any expected changes to future
volatility due to publicly available information. Expected
dividends are based on historical dividends. Changes in the
subjective input assumptions could materially affect the fair
value estimates.

Share options were granted under a service condition. This
condition has not been taken into account in the grant date fair
value measurement of the services received. There were no
market conditions associated with the share option grants.

BRI TR BIAEBBEES B RE 3 H R

TR IR R BRI 0 500 CHRBRARMERO S 49
B B LR ARERA TN RRBT a2
EHEAEREDTIABE BORETABERS
BEAATERBNOHEERNELY THEAY
BATENE -

MBI RARIB ARG IR M 3 o ST B PR UER AR TS A F
EROR ) BB AR ST ALLIRIG M - B R BT
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24. Capital and Reserves 24, BEK#HE
(a) Share Capital (@) BE
(i)  Authorised and issued share capital (i) FETEBEITRA
2005 2004
—ETRF ZZTEF

No. of No. of
shares Amount shares Amount
REE x| ignE 4= |
’000 HK$’000 ‘000 HK$'000
TR BT T Fi& BT

Authorised: ERE:

Ordinary shares of $0.20 SRFE(EE0.207C (ZTZ
(2004: $0.10) each e A%0.100T) M@ | 1,250,000 250,000 2,500,000 250,000

Ordinary shares, issued ERTRAZZLER:

and fully paid:

At 1 January w—A—8 1,438,625 143,863 1,438,625 143,863
Share consolidation 1D A B (719,312) - - -
Shares issued BEITR D 58,320 11,664 - -
At 31 December W+—A=+—8 777,633 155,527 1,438,625 143,863
The holders of ordinary shares are entitled to receive LR R BRI R R ZRE RS W HER
dividends as declared from time to time and are entitled to RARKRE LHEHE —RROHE—Z-MEEER
one vote per share at meetings of the Company. All BROESFTHHERARR TEEZER S Em-

ordinary shares rank equally with regard to the Company’s
residual assets.
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)

(LB B2 I8 W)

24. Capital and Reserves (continued)

24, BEXRRREE ®)

(a) Share Capital (continued) (@ BRE#E)
ZETRFTATNA ARREEBER
AR ER i 38 AR FOEITIR G & O 15
It BMRE BT RABETHERRER
NER—IRE RN FEESREMESR
H£0.107TE = #0.207T e

(i)

(iii)

(iv)

On 14 October 2005, ordinary resolutions were passed by (ii)
all of the ordinary shareholders of the Company to effect

the share consolidation pursuant to which every two issued

and unissued then existing shares were consolidated into

one consolidated share thereby increasing the par value

per share from $0.10 to $0.20

On 28 October 2005, the Company issued 58,320,000 new (iii)
shares of $0.20 each for $1.25 each to the subscribers of

new shares on the listing of the Company’s shares on the

SEHK.

Terms of unexpired and unexercised share options at (iv)
balance sheet date

ZZEERFETAZTN\R RARIMRE
R RRER AT ETRFAR B R A - 5
758,320,000/ Z IR B #0.207TH)
AR - BRRIEEBHEL1.257T°

WEEE B REIB N ARTTEB RN F 5

2005 2004

—EBTREF —ETMF

Exercise period Exercise price Number Number

T8 TEE #E #A
24 November 2000 to —EREF+—-ATHEZE

13 December 2011 —Z——%+ZA+=H $0.90 11,270,000 24,630,000

14 October 2005 to —ZETRFETATHEBE
13 October 2015 —Z-RFT+A+=H $1.25 14,090,979 -
25,360,979 24,630,000

Tradelink Electronic Commerce Limited R S:EBEFRHBMLE
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24. Capital and Reserves (continued) 24, BEK & &)
(b) Reserves (h) fRE

(i) The Group (i) AEEH

Attributable to equity shareholders of the Company

KATRESEAERL
Share Capital Retained
premium reserve profits Total
418 BERGFHE REEF et
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT T BT T
At 1 January 2004 R-ZTZME-A—H 70,040 - 50,539 120,579
Dividends approved in FEEBHAERE
respect of the previous (Hiat12)
year (note 12) - - (30,211) (30,211)
Profit for the year RNEZ T - - 62,993 62,993
Dividends declared in REERBRERR S
respect of the current year - - (38,267) (38,267)
At 31 December 2004 RZEENMF+=A=+—H 70,040 - 45,054 115,094
At 1 January 2005 R-EETRF—HF—H 70,040 - 45,054 115,094
Dividends approved in EFEERIERNRE
respect of the previous (Hrax12)
year (note 12) - - (11,509) (11,509)
Issue of new shares BITER D 61,236 - - 61,236
Listing expenses FWEA (14,532) - - (14,532)
Equity settled share-based ISR 2 RIDER
transactions (note 23) (H1a£23) - 780 - 780
Profit for the year RNEZ T - - 91,397 91,397
Dividends declared in REERBRERR S
respect of the current year - - (94,374) (94,374)
At 31 December 2005 RZETRF+ZA=+—H 116,744 780 30,568 148,092
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

24. Capital and Reserves (continued) 24, BEK & &)
(b) Reserves (continued) (b) B (&)
(ii)  The Company (i) AR

Attributable to equity shareholders of the Company

KATRESEAERL
Share Capital Retained
premium reserve profits Total
418 BERGFHE REEF et
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT T BT T
At 1 January 2004 R-ZTZME-A—H 70,040 - 50,854 120,894
Dividends approved in FEEBHAERE
respect of the previous (Hiat12)
year (note 12) - - (30,211) (30,211)
Profit for the year RNEZ T 61,349 61,349
Dividends declared in REERBRERR S
respect of the current year - - (38,267) (38,267)
At 31 December 2004 RZEENMF+=A=+—H 70,040 - 43,725 113,765
At 1 January 2005 R-EETRF—HF—H 70,040 - 43,725 113,765
Dividends approved in FEEBHAERE
respect of the previous (Hrax12)
year (note 12) - - (11,509) (11,509)
Issue of new shares BITER D 61,236 - - 61,236
Listing expenses FWEA (14,532) - - (14,532)
Equity settled share-based ISR 2 RIDER
transactions (note 23) (H1a£23) - 780 - 780
Profit for the year RNEZ T - - 92,929 92,929
Dividends declared in REERBRERR S
respect of the current year - - (94,374) (94,374)
At 31 December 2005 RZETRF+ZA=+—H 116,744 780 30,771 148,295
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24. Capital and Reserves (continued)
Nature and Purpose of Reserves

(c)

(d)

(1)

(ii)

Share premium

The application of the share premium account is governed
by Sections 48B respectively of the Hong Kong Companies
Ordinance.

Capital reserve

The capital reserve comprises the fair value of the actual or
estimated number of unexercised share options granted to

employees of the Company recognised in accordance with

the accounting policy adopted for share based payments in
note 1(n)(ii).

Distributabhility of Reserves

At 31 December 2005, the aggregate amount of reserves
available for distribution to equity shareholders of the Company
was $30,771,000 (2004: $43,725,000). After the balance sheet
date the directors proposed a final dividend of 3.00 cents per
ordinary share (2004 (restated): 1.60 cents per share after effect
of share consolidation), amounting to $23,329,000 (2004:
$11,509,000). This dividend has not been recognised as a
liability at the balance sheet date.

25. Financial Instruments
Exposure to credit and liquidity arises in the normal course of the
Group’s business. These risks are limited by the Group’s financial

management policies and practices described below.

(a)

Credit Risk
The Group’s credit risk is primarily attributable to trade

receivables. Management has a credit policy in place and the
exposures to these credit risks are monitored on an ongoing
basis.

Annual Report 2005 &
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(d) TIEIRGEE

RZZZRF+_A=+—H AI#HIRTFE

NRIRERE AN FEEETEAB30,771,000
TL (ZZETPUEF 5#43,725,0007T) ~REEE A
% ERERERLBRIRERARE3.00%
I (ZZTWE (F7)) - BR1.60EM 25 &
fth & Ot E) - REUEE23,329,0007T (=
FEPOF B%11,509,0007T) o AL B EE
B kERAA R

25. @I A
EASENEREBRET B L EERRADES
Rz ERRZ B AR EE RN T XE e 5 E RN
BRERFBRe

(a) EEERRK
AEENEERRETERABUER-TEE
B E—ERSRE UBEELEZEEER
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

25. Financial Instruments (continued)

(a)

Credit Risk (continued)
Credit and payment policy
When registering as a subscriber, a customer is automatically

assigned with a credit limit based on the amount of its deposit or

bank guarantee and is normally given credit periods ranging
from one day to one month. The amount of deposit is
determined on a customer-by-customer basis, depending on its
usage of the Company’s services. Generally, if a customer
reaches or exceeds its credit limit before the end of the normal
billing cycle, it may be given an increase in its credit limit.
However, if a customer is in default of payment for whatever
reason, its account is automatically suspended from operation
until all outstanding charges have been fully settled. For that
reason, customers may also, and often do, place deposits with
the Company from time to time to cover their charges.

There is, however, no credit policy for the Company’s ad hoc
customers who are required to pay the relevant charges
(including service charges, service centre handling fees and
Government fees) in full when using our over-the-counter
services.

The Company does not have a general provisioning policy in
respect of trade receivables. Specific trade receivables
considered not recoverable will be written-off.

At the balance sheet date, the Group has a certain level of
concentrations of credit risk as 0.12% (2004: 0.40%) and
4.16% (2004: 2.67%) of the total trade and other receivables
was due from the Group’s largest customer and the five largest
customers respectively within the electronic business segment.

The maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the balance sheet.
Except for the financial guarantee given by the Company in
respect of a revolving credit facility to an associate of the
Company as disclosed in note 28, the Group does not provide
any other guarantees which would expose the Group to credit
risk.
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25. Financial Instruments (continued) 25. eRTH #®)
Liquidity Risk (h) RBHELEAR
Individual operating entities within the Group are responsible for AEBBETENEETNER ESEAER
their own cash management, including the short-term CEE BREASABNEHRANEGERK
investment of cash surpluses and the raising of loans to cover AERTEE PR S F R EWERBRER
expected cash demands, subject to approval by the parent EEMETKE AECERREEFEH/ES
Company'’s board when the borrowings exceed certain AEE - AREB R R R E B LR B R Fa 8
predetermined levels of authority. The Group’s policy is to FHRBESR R REBTEFEERHE MU
regularly monitor current and expected liquidity requirements ﬁ&{%E’ETE‘EﬁKEfﬁﬁi%’]E’]ﬁ%&T“fﬁﬁ
and its compliance with lending covenants, to ensure that it BEFIN METEVHHENESHNEEREED
maintains sufficient reserves of cash and readily realisable ENAC BUABNEASOREHARDESLH
marketable securities and adequate committed lines of funding ke
from major financial institutions to meet its liquidity requirements
in the short and longer term.
Interest Rate Risk (c) R=EREM
Effective interest rates and repricing analysis BRI X EBFEES
In respect of income-earning financial assets, the following table ?ﬁ?iﬂﬁkﬂﬁﬁﬁi&é“?ﬁﬁ 5 FTRITEHME
indicates their effective interest rates at the balance sheet date BENGEER UREFMEEDHFSLIEA (A
and the periods in which they reprice or the maturity dates, if REERME) BT
earlier.
The Group &&£E
2005 2004
—ETRF ZZTEF
Effective One Effective One
interest year or interest year or
rate less rate less
BERAI= —FHUT HHRFE —FEHIUT
% HK$’000 % HK$'000
BT T BT
Maturity dates for assets REIHRIYE R EH
which do not reprice EENEEN
before maturity A
Cash and cash equivalents ReMRESEE 1.89 317,177 0.91 417,472
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25. Financial Instruments (continued)

(c)

(d)

(e)

25. €@T A #®)

Interest Rate Risk (continued) (c) F=REk (&)
The Group Z&%£E
2005 2004
—ETREF —ETMF
Effective One Effective One
interest year or interest year or
rate less rate less
BRI —FHUT GRS —FEHIUT
% HK$°000 % HK$'000
BET T BT T
Maturity dates for assets TABIER AT G R EH
which do not reprice EENEE
before maturity WEIEA
Cash and cash equivalents ReMREEE 1.88 317,079 0.91 417,189
Foreign Currency Risk d) SMER
The Group is exposed to foreign currency risk primarily through REBEIMERKE £ ZRE W IELABREER
purchases that are denominated in a currency other than the HITNRE B BB A M ERE BB B E R H IR
functional currency of the operations to which they relate. The WEBFTERET -AEEGNRZ S HHEK
currency giving rise to this risk is primarily United States dollars. T ERE KB
The Group recognises the exchange gains and losses at the
transaction dates in the income statement.
Sensitivity Analysis (e) REBRESN

In managing interest rate and foreign currency risks, the Group
aims to reduce the impact of short-term fluctuations on the
Group’s earnings. Over the longer term, however, permanent
changes in foreign exchange and interest rates would have an
impact on consolidated earnings.

At 31 December 2005, it is estimated that a general increase of
one percentage point in interest rates would increase the
Group's profit before tax by approximately $4,758,000 (2004
$5,597,000) so far as the effect on interest-bearing deposits is
concerned.
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25. Financial Instruments (continued)

®

(g)

Fair Values
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All financial instruments are carried at amounts not materially
different from their fair values as at 31 December 2005 and

25. @I A &)
H AFLE

RZZETRFR=ZFTT
BRTF S\ B S

ENEt+—A=1t—8"
BTANKmEREQF

2004 except as follows: BEEEERSH:
2005 2004
—BEAREF —TTmE
Carrying Fair Carrying Fair
amount value amount value
REE AFEE ARTEE ATEE
HK$’000 HK$’000 HK$'000 HK$'000
BET T BET T BT BT
The Group AEH
Unquoted equity securities FE_E MR AR F S
(2004: Investment securities (ZZZEME - RAEAFSH
—equity) (note (a)) ®AE) (Hit@a) 10,000 10,138 10,000 14,660
The Company N
Unquoted equity securities FEEMRAEH
(2004: Investment securities (ZZZEME: RAFHS
—equity) (note (a)) ®AE) (Hit@a) 10,000 10,138 10,000 14,660

Loan to subsidiary (note (b)) ERTHEB AR (AaEb) 10,000 - 10,000 -

Notes: Hiaz:

(@)  Inaccordance with the transitional provisions in HKAS 39, the (@) RIEEEREISRNBEKR R_FZFMN
carrying value of the investment in unlisted equity securities at 31 F+ZA=1+—BRELTRABHFEARE
December 2004 has not been restated and is therefore stated at B RIEH TS R E S - UL IRAR AN AR (R
cost (see note 2(d)) to these financial statements. FH2(d)) ©

(b)  The loan to subsidiary is unsecured, interest free and repayable on (b) ERTHEBARDEER %8 KA ERE
demand. Given these terms it is not meaningful to disclose fair EE-ER PR RBEEQATENERT
value. Ke

Estimation of Fair Values (g) DT EME

Fair values for the unquoted equity investments are estimated
using the discounted cash flows for similar listed companies
adjusted for the specific circumstances of the issuer.

Annual Report 2005 &

FELTRAIRE D TE Th— BT AR
EBRELARE RARBE LT RRNTH
RenEfate



108

Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LUEM B 258 (7)

26. Commitments

(a)

(b)

Capital Commitments

Capital commitments outstanding at 31 December 2005 not
provided for in the financial statements amounted to $167,000
(2004: nil). They are in respect of purchase of computer
equipment.

(a)

In December 2004, the Company entered into a Memorandum
of Purchase for purchase of office premises for a consideration
of $36,472,000. A refundable initial deposit of $1,000,000 was
paid upon signing of the Memorandum of Purchase. The
purchase was completed on 16 March 2005.

Operating Leases

The total future minimum lease payments under non-cancellable
operating leases in respect of property rentals are payable as
follows:

(b)

26. &iE

BAREE

RZZERF+ A=+ BRRMHEHREE
HBHERNEELN ABEE 167,000 (ZZTZ M
F:8) PENBESKRE

ZETENFEF A ARRF N HRERS
8% AR(EH136,472,000 LB BEMAEE-
P BEATHREE XN HERIESEE
1,000,0007c- BB EER _TZTRF=A+
NEFER.

FedFiihg
BERYEASN T RHSEEENRERRK
HEemEmT:

2005 2004

—ZBRF —ETF

HK$’000 HK$'000

BT T BT T

Within one year —FR 397 2,230
More than one year but within five years —F®%EBLRALE 139 64
536 2,294

The Group leases a number of properties under operating
leases. The leases typically run for an initial period of one to
three years, with an option to renew the lease when all terms are
renegotiated. None of the leases includes contingent rentals.
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27. Material Related Party Transactions
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During the year, transactions with the following parties are considered

as related party transactions.

Name of party
BEATER

Relationship

B%

2]. EXBAEALRS
REERE B TALETZZSERA@EA LS
%o

Financial Secretary Incorporated (“FSI”)
B Al Rl REE (TFSI)

KAZ Computer Services Hongkong Ltd (“KAZ Hong Kong”)

KAZ Computer Services Hongkong Ltd ([KAZZE# | )

Digital Trade and Transportation Network Limited (“DTTNCo”)

HIHE 5 EWMAEAERAE ([DTTNCo))

Shareholder of the company

RRFRER

Associate

LN

Associate

BEAR

Systech On-Line Limited (“SOLL") Investment
BRVEFAEE AR AT (SOLL)) ®E
In addition to the transactions and balances disclosed elsewhere in BB ISR E i T WA 5 RE#HIN AER
these financial statements, the Group entered into the following BHETHEAFEALRSHT:
material related party transactions.
(a) Recurring Transactions (a) REETHXRZS
2005 2004
—ZERF ZTETNF
HK$’000 HK$'000
B¥TT BT T
Facilities management expenses and ERIKAZE B TE
consultancy expenses paid to KAZ BRIEERMS R
Hong Kong EEMFX 8,828 9,514
Management fee and rental income 2 RDTTNCoUg L&Y
received from DTTNCo EEBERHESKA 181 -

Shares in the Company representing approximately 12.3% of the
Company’s issued share capital are assets of the Government of
the Hong Kong Special Administrative Region of the People’s
Republic of China (“Government”) held in the name of FSI.
Accordingly, the Government is a shareholder of the Group.
Transactions between the Group and the Government
departments or agencies of FSI, other than those transactions
that arise in the normal dealings between the Government and
the Group (such as payments of taxes, leases, rates, etc), are

considered to be related party transactions.
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27. Material Related Party Transactions (continued)
(a) Recurring Transactions (continued)
Material related party transactions entered into by the Group
include:

2]. EXBEEALIRS &)

(a)

REETHXS (B)
FEBBEITUNERNBMEA TR HEE:

0

(i)

Under a CETS Agreement and an Operating Agreement (i)
entered into with the Government in 1992 and 1994

respectively, the Group provides CETS services for various

official trade-related documents under an exclusive

franchise. This exclusive franchise expired on 31

December 2003.

In July 2002, the Group signed a memorandum of
agreement with the Government to continue to provide
electronic services on a non-exclusive basis for certain
official trade-related documents from 1 January 2004 on
such terms and conditions as may be agreed between the
company and the Government.

The transaction was terminated in June 2005.

On 29 December 2003, the Group entered into an (ii)
agreement with the Government to provide front-end
Government electronic trading services in relation to Import
and Export Declarations (TDEC) required under the Import
and Export Registration Regulations, Dutiable Commodities
Permits and cargo manifests in respect of cargoes carried
by air, rail or water for a term of five years expiring on 31
December 2008 (unless earlier terminated in accordance
with its terms) (“2003 GETS Agreement”). The Government
paid the Group a nominal price of $1 in return for the
Group performing the services in accordance with the
terms and conditions set out in the agreement.

On 9 December 2004, the Group entered into an
agreement with the Government to provide front-end
Government electronic trading services in relation to
Certificates of Origin and Production Notification services
for a term of four years expiring on 31 December 2008
(unless earlier terminated in accordance with its terms)
(“2004 GETS Agreement”). The Government paid the
Group a nominal price of $1 in return for the Group
performing the services in accordance with the terms and
conditions set out in the agreement.
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27. Material Related Party Transactions (continued)
(a) Recurring Transactions (continued)
(i) (continued)
On 9 December 2004, the Group entered into an
agreement with the Government to extend the agreement
dated 10 October 2002 (as further amended by a
supplemental agreement dated 29 December 2003) for the
provision of front-end Government electronic trading
services in relation to the Textile Trader Registration
Scheme for a further term of one year expired on 31
December 2005. The Government paid the Group a
nominal price of $1 in return for the Group performing the
services in accordance with the terms and conditions set
out in the agreement. The agreement was extended to 31
December 2006 for a nominal price of $1 paid by the
Government.

Each of the 2003 GETS Agreement and 2004 GETS
Agreement included an arrangement whereby the Group is
required to collect Government fees and charges on behalf
of the Government in relation to certain trade-related
documents to which each such agreement related and in
respect of which the Group provides GETS Services. These
fees and charges collected from customers are paid over to
the Government within the next working day.

(iii)  On 28 December 2001, the Group signed an agreement
with the Government for the provision of facsimile delivery
services for a period of two years from 1 January 2002.
Under this agreement, the Group shall disseminate trade
information circulars of the Trade and Industry Department
to subscribers who agree to subscribe to such services.
Pursuant to an agreement dated 15 December 2003, the
provision of facsimile delivery services was extended to 30
June 2005.

Annual Report 2005 &

2]. EXBEEALIRS &)
REETHRS (F)

(a)

(i)

(iii)

(&)

ZZTNE+ZANR REEEBITET
YHH B TR -_F+ATABRRE
PEBAELR A RNAIGRAETE SR
BRE (=TT =F+=-A=1+NH
BRI RE—FET) ERZ—F 1
FR_ETAF+_A=+—HE®R K
3B Bt A& B AR AR a8 Al 2 6k I A
RAIETRE MASES HEBLTHSR
ERE-BFEX BB ITHEERE
B FECEE ST NF+_A=1—
Hoe

ZET=FGETSHEE-_TTHNF
GETSHEH Rt —ELH Bt A%H
AREMBESROETEZBEEXHR
AR AGETS IR - R R BT UL
BB ERRKE-B%FEREIRER R
WE BN T—ETERETHAT

T —F+Z A=+ N\A AEERK
IRt B ERRE A 2T
—F—-A-BERMME-REIIHE
FEERTXEZENEZERRSE &
BT RBBEZERGOREA-RE_ZT
=F+-A+hAmRE - REEEEX
RISHFE BEE_ZZRFSA=T
Ho



112

Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

27. Material Related Party Transactions (continued)
(a) Recurring Transactions (continued)

(iv) On 12 April 2002, the Group entered into an agreement
with KAZ Hong Kong for the provision of system
management services such as computing services, system
security and other related services at $640,000 per month
for an initial period of eight years. Subsequently, on 16
January 2003, the Group entered into a price adjustment
agreement with KAZ Hong Kong for the provision of
services at $651,600 per month for a period of eight years
commencing on 1 January 2004. During the year, the
Group also incurred additional consultancy expenses
payable to KAZ Hong Kong.

(v)  On 23 October 2004, the Group entered into a licence
agreement with the Government (as represented by the
Commissioner for Census and Statistics) under which the
Group was granted a licence to use the 2005 version of the
Hong Kong Harmonised System codes and descriptions
(“HKHS") for the provision of the Government electronic
trading services. The licence agreement is of one year’s
duration, and the Group paid $22,575 to the Government
for the licence.

The agreement was extended to 31 December 2006 under
which the Group was granted a license to use the 2006
version of HKHS and the Group paid $27,840 to the
Government for the licence.

(vi) On 31 August 2005, DTTNCo entered into an agreement
with the Government under which DTTNCo agrees to
design, set-up, operate and maintain a DTTN system on
the terms and conditions set out therein.

(vii) On 31 August 2005, the Company, FSI and DTTNCo
entered into an agreement to provide for the management
and operation of DTTNCo and to regulate the rights of the
shareholders of DTTNCo inter se.
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27. Material Related Party Transactions (continued)

(b)

(c)

2]. EXBEEALIRS &)

Non-Recurring Transactions (h) FRBETHRS
2005 2004
—EERF ZETOF
HK$’000 HK$'000
BET T BT T
Purchase of computer equipment MKAZEBHEE TR HE
from KAZ Hong Kong 871 -
Purchase of computer equipment MSOLLAS & B AR B
from SOLL - 104
871 104
Amounts Due from/(to) Related Parties (c) R/ (B BAEALRE
2005 2004
—E2THF —ETF
HK$’000 HK$'000
BT T BT
Government BT (10,809) (7,435)
SOLL SOLL (198) (198)
KAZ Hong Kong KAZE S (235) -
FSI B A A RAE 31,500 -
DTTNCo DTTNCo 177 -
21,035 (7,633)

(i) Amounts due to Government represent transactions fees
collected on their behalf and payable on the next working
day and other expenses payable.

(ii)  Amounts due (to)/from SOLL and DTTNCo are unsecured,
non-interest bearing and repayable on demand.

(iii)  Amount due from FSI represents consideration receivable
for sale of shares of DTTNCo to FSI (see note 16(b) and
(c)). The amounts are unsecured and non-interest bearing
and repayment is subject to the fulfilment of conditions as
set out in note 16(b).
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27. Material Related Party Transactions (continued)

(d)

Key Management Personnel Remuneration

Remuneration for key management personnel, including
amounts paid to the Company’s directors as disclosed in note 9
and certain of the highest paid employees as disclosed in note
10, is as follows:

2]. EXBEEALIRS &)

(d)

TEEBEASN#E
NTREBREEABNIE BIEEMTORE
ERARREEXM REMEI0ORECDRE
TREHERNHIA:

2005 2004

—E2THF ZEETNF

HK$’000 HK$'000

BT T BT T

Short-term employee benefits D HE ERA 10,373 5,941
Post-employment benefits RIEZEIEREF 60 48
Equity compensation benefits IR A (EAE T 97 -
10,530 5,989

Total remuneration is included in “staff costs” (see note 6(b)).

28. Contingent Liabilities

(a)

In January 2003, the Group provided a bank guarantee
amounted to $1,170,000, in respect of a revolving credit facility
granted to KAZ Hong Kong. The guarantee is a continuing
security and shall not be released or discharged until the
expiration of six months after the payment, discharge or
satisfaction in full of the guaranteed liability.

Pursuant to the terms of the GETS Agreement, the Group has
obtained a Performance Bond line of $2,000,000 from a bank as
the guarantee to the Government for the due performance of the
2003 GETS Agreement by the Group. The performance bond
line facility bears commission rate of 0.95% per annum subject
to a minimum of $3,000 for each renewal and is secured by a
charge over deposit in the amount of $2,120,000. The facility is
subject to review by 1 November 2006.

Pursuant to the terms of the 2004 GETS Agreement, the Group
provided a bank guarantee in the amount of $120,000 from a
bank as the guarantee to the Government for the due
performance of 2004 GETS Agreement by the Group. The
guarantee is provided under the same facility as in (b) above.
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29.

30.

31.
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Non-Adjusting Post Balance Sheet Event

(@) On 17 February 2006, the Finance Committee of the Legislative
Council of Hong Kong approved FSI's equity investment in
DTTNCo (see note 16(b)).

(b) After the balance sheet date the directors proposed a final
dividend of 3.00 cents per share (2004 (restated): 1.60 cents
per share after effect of share consolidation), amounting to
$23,329,000 (2004: $11,509,000). This dividend has not been
recognised as a liability at the balance sheet date.

Comparative Figures

Certain comparative figures have been adjusted or re-classified as a
result of the changes in accounting policies. Further details are
disclosed in note 2.

Possible Impact of Amendments, New Standards and
Interpretations Issued but not yet Effective for the Annual
Accounting Year ended 31 December 2005

Up to the date of issue of these financial statements, the HKICPA has
issued the following amendments, new standards and interpretations
which are not yet effective for the accounting year ended 31 December
2005 and which have not been adopted in these financial statements:

29.

30.

31.

FEOBRARZSE

() ZZTERNF_A+LH BELASUBEE
FERE A A REBERDTTNCoR AR A 3%
& (RHzEL6(D))

(b) REERR EFHERAHEER3.008 (=
TEMEF (EY) KARRGEHZHEES
A% 1.60781l) « A#EM23,329,0007T <:$$
PO4F 5 11,509,0007T) <% ER BN EE A
WARERABARZ-

tb;ﬁ”‘%z—%a

SHREE ETUHREFEELALERET S
%Eﬁailﬁ NG

RBE-2ZEAF+-A=+—-HLEFES
FTFERACEMERERMIERT RHTEE
AIRRBAREELENT

BEZSVHRERTIE A S5t S DAL

RIERTERIRZE MBEZ_EERF+_A=+—
AIEFEEFEERER MARZETHERET

FRRAMERIA 2 ERI RABINT
Effective for
accounting periods
beginning on or after
RIS E%E
BRNETEEENR

HKFRS 6

MM ELERIF6S

Exploration for and evaluation of mineral resources
R R EEER

HK(IFRIC) 4 Determining whether an arrangement contains a lease

B (ERMBIRERE) £45% EETRHRRASHEE

HK(IFRIC) 5 Rights to interests arising from decommissioning, restoration and
environmental rehabilitation funds

B (BRI ERERRE) £55% Pl IIE RRIRIEERECFTEE R 2 T

HK(IFRIC) 6 Liabilities arising from participating in a specific market
— Waste electrical and electronic equipment

B (ERMBIRERE) 2657 SHEERTMS - BEARETFREMEENAE
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Notes to the Financial Statements (continven)
BB ERME @

(Expressed in Hong Kong dollars)
(LB# B2 5IEW)

31. Possible Impact of Amendments, New Standards and 3. RBE-ZEZERF+-A=+—HLEESE
Interpretations Issued but not yet Effective for the Annual FTEERACEMERERNIST RETIEE
Accounting Year ended 31 December 2005 (continued) AlR2REAREENSE @)

Effective for
accounting periods
beginning on or after

RTIBEHRER
BRNETEEENR
Amendments to HKAS 19 Employee benefits — Actuarial Gains and Losses, 1 January 2006
Group Plans and Disclosures —EERF-H—H
FEERFEL195 (1BF]) BERAN—BFEN R REE SEE RHE
Amendments to HKAS 39 Financial instruments:
FEIERE395 (1BF]) TRIA:
Recognition and measurement:
R K2
— Cash flow hedge accounting of forecast intragroup transactions 1 January 2006
—FERAEERARER SRR RE PG R HE —EERF-H—H
— The fair value option 1 January 2006
— AT ER R BRE —EERF-H—H
— Financial guarantee contracts 1 January 2006
—SRERELD ZETRF—-A—H
Amendments, as a
consequence of the
Hong Kong Companies
(Amendment)
Ordinance 2005, to:
AZZTRHFBEBLR (BE])
TRBImIELAEST -
- HKAS 1 Presentation of financial statements 1 January 2006
— AR SRR E® —EERF—-A—H
— HKAS 27 Consolidated and separate financial statements 1 January 2006
—GFERIE275% e BN EERE —_EERF—-H—H
- HKFRS 3 Business combinations 1 January 2006
— B RS R E 35 EBa0t —_EERF—-H—H
HKFRS 7 Financial instruments: disclosures 1 January 2007
B S HERISE 755 SRITA HFHE —EZt+F—A—H
Amendment to HKAS 1 Presentation of financial statements: 1 January 2007
capital disclosures —TTt+F—-H—H
BEIERELR (1BR]) MsmKkz 2®W:
BAREE

Tradelink Electronic Commerce Limited R S:EBEFRHBMLE
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31. Possible Impact of Amendments, New Standards and 31.

Interpretations Issued but not yet Effective for the Annual
Accounting Year ended 31 December 2005 (continued)

In addition, the Hong Kong Companies (Amendment) Ordinance 2005
came into effect on 1 December 2005 and would be first applicable to
the Group’s financial statements for the period beginning 1 January
2006.

The Group is in the process of making an assessment of what the
impact of these amendments, new standards and new interpretations
is expected to be in the period of initial application. So far it has
concluded that the adoption of HKFRS 6, HK(IFRIC) 5 and HK(IFRC)
6 the amendments to HKAS 1, HKAS 27 and HKFRS 3 made as a
result of the Hong Kong Companies (Amendment) Ordinance 2005
are not applicable to any of the Group’s operations and that the
adoption of the rest of them is unlikely to have a significant impact on
the Group’s results of operations and financial position.

Annual Report 2005 &

RBE-Z2TRF+-A=t-ALEESZ
HEERACEMERERAETT R IEE
ARRBUERELNTER (@)

BHN ZRERFAR (B ROIER 2T RF+
ZA-BAR MARBEOMERIEN -FTRF
—A—-BROEHAMEEER-

AEE EARE DIER] FHERE LT R RE
HEEEAARSEELANTE CORHNER =2
RAMBREERECHE LA (BRMBHRERE
Z8g) E55 URER ZZTRFLF (BET) &)
M EFHERNELR (BFTA) & ERIF27H R M
SIREAERIFEIFIELAEET L NEAR AL E ER
X MERAE RS IRIIAR R AR E ML S %
BRMBIRNELERTE-
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Five-Year Financial Summary
T FHE

2005 2004 2003 2002 2001
—EERF —EENE T =F —ET-F —ET-F
HK$000 HK$000 HK$000 HK$000 HK$000
BETT BET T BETT BETT BET T
RESULTS ES
(year ended 31 December) (BZE+=A
=+—HILFE)
Turnover B 249,101 279,706 308,481 302,748 298,423
Profit from operations g T 110,293 83,637 125,799 127,213 94,679
Reversal of provision for BEIRAR AR
termination cost and RERG B
long service payments - - - 11,422 -
Finance costs IR IDWN - (3) (21) (41) (57)
Share of losses of associates Pl Bt & 2 RS 18 (787) - (4,114) (1,237) (429)
Gain/(loss) on disposal HEHB AR
of a subsidiary sk / (E518) 347 (55) - - -
Profit before taxation Caz0pi 109,853 83,579 121,664 137,357 94,193
Taxation BIE (18,456) (20,586) (23,801) (22,347) -
Profit attributable to equity RARREREA
shareholders of the Company  FE{R%H 91,397 62,993 97,863 115,010 94,193
ASSETS AND LIABILITIES BEREE
(as at 31 December) (R+=—A=1+—H)
Total non-current assets IEMBNEELTE 154,520 37,350 69,059 90,389 95,147
Total current assets MEVEERTE 380,515 449,700 427,820 358,654 239,681
Total assets BEE 535,035 487,050 496,879 449,043 334,828
Total non-current liabilities ERB B ERE (6,539) (5,705) (8,635) (12,359) (20,329)
Total current liabilities mENEERE (224,877) (222,388) (223,802) (216,876) (193,669)
Total liabilities waE (231,416) (228,093) (232,437) (229,235) (213,998)
Net assets BEFE 303,619 258,957 264,442 219,808 120,830

Tradelink Electronic Commerce Limited R S:EBEFRHBMLE
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Investor Relations

LB ERR

The Company encourages two-way communication with both its
institutional and private investors. Extensive information about the
Company’s activities is provided in the Annual Report. There is regular
communication with institutional investors. Enquiries from individuals on
matters relating to their shareholdings and the business of the company are
welcomed and are dealt with in an informative and timely manner.

Financial Calendar
Closure of Register of Members 20-25 April 2006

2006 Annual General Meeting 25 April 2006

Listings
The Company’s shares have been listed on Main Board of The Stock
Exchange of Hong Kong Limited since 28 October 2005.

Annual Report 2005
This Annual Report 2005, in both English and Chinese, is now available in
printed form and on the Company’s website at www.tradelink.com.hk.

Stock Code
The Stock Exchange of Hong Kong Limited — 0536

Company Secretary
Mr. LIU Kin Ming, William

Registered Office

11/F & 12/F, Tower B
Regent Centre

63 Wo Yi Hop Road

Kwai Chung, Hong Kong
Telephone: +852 2599 1600
Fax: +852 2506 0188

Annual Report 2005 &
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Investor Relations (continvea)
BREEBE w

Share Registrars

Computershare Hong Kong Investor Services Limited
46th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Tel: +852 2862 8628

Fax: +852 2865 0990

Investor Relations
Ms. CHAN Mei Yan, Agnes
Senior Vice President
(Investor Relations and Corporate Communications)
Tradelink Electronic Commerce Limited
11/F & 12/F, Tower B
Regent Centre
63 Wo Yi Hop Road
Kwai Chung, Hong Kong
Telephone: +852 2106 5237
Fax: +852 2506 0188
Email: agnes.chan@tradelink.com.hk

Website
www.tradelink.com.hk

In case of inconsistencies between the English and Chinese versions, the English version shall prevail to the extent of such inconsistency.
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REEBE
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BREIRE (REEBRIDEER)

BHRETESERARA
BEEE

MEAERT=5%
BRSPLOBE+—ERT =
354852 2106 5237

B H :+852 2506 0188

E# : agnes.chan@tradelink.com.hk
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