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Independent Auditor’s Report

e-KONG GROUP LIMITED

To the members of

e-Kong Group Limited
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of e-Kong Group Limited (the “Company”) and its subsidiaries

(collectively referred to as the “Group”) set out on pages 23 to 59, which comprise the consolidated and the Company’s

balance sheets as at 31 December 2008, and the consolidated income statement, the consolidated statement of changes in

equity and the consolidated cash flow statement for the year then ended, and a summary of significant accounting policies and

other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the true and fair presentation of these financial

statements in accordance with Hong Kong Financial Reporting Standards (“HKFRS”) issued by the Hong Kong Institute of 

Certified Public Accountants (“HKICPA”) and the disclosure requirements of the Hong Kong Companies Ordinance. This

responsibility includes designing, implementing and maintaining internal control relevant to the preparation and the true and

fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and

applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit and to report our opinion

solely to you, as a body, in accordance with section 90 of the Companies Act 1981 of Bermuda (as amended), and for no other

purpose. We do not assume responsibility towards or accept liability to any other person for the contents of this report. We

conducted our audit in accordance with Hong Kong Standards on Auditing issued by the HKICPA. Those standards require

that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance as to whether the

financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial

statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material

misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor

considers internal control relevant to the Group’s preparation and true and fair presentation of the financial statements in order

to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Group’s internal control. An audit also includes evaluating the appropriateness of accounting policies

used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of 

the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the Group and the Company as at

31 December 2008 and of the loss and cash flows of the Group for the year then ended in accordance with HKFRS and have

been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Mazars CPA Limited

Certified Public Accountants

Hong Kong, 30 March 2009

Eunice Y M Kwok

Practising Certificate number: P04604
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Consolidated Income Statement

e-KONG GROUP LIMITED

For the year ended 31 December 2008

2008 2007

 Notes HK$’000 HK$’000

Turnover 3 786,997 795,252

Cost of sales (604,504) (583,405)

Gross profit 182,493 211,847

Other revenue and income 4 2,338 21,788

184,831 233,635

Selling and distribution expenses (50,515) (57,144)

Business promotion and marketing expenses (5,075) (7,143)

Operating and administrative expenses (101,628) (99,234)

Other operating expenses (25,603) (21,549)

Profit from operations 2,010 48,565

Finance costs 5 (667) (1,951)

Impairment losses on intangible assets 12 (30,803) –

(Loss) / Profit before taxation 5 (29,460) 46,614

Taxation 7 (14,273) (2,394)

(Loss) / Profit for the year 8 & 21 (43,733) 44,220

(Loss) / Profit for the year attributable to:
Equity holders of the Company (43,458) 44,303

Minority interests (275) (83)

(Loss) / Profit for the year (43,733) 44,220

EBITDA 9 23,236 65,673

HK cents HK cents

(Loss) / Earnings per share 10
Basic (8.3) 8.6

Diluted N / A N / A
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As at 31 December 2008

Consolidated Balance Sheet

e-KONG GROUP LIMITEDe-KONG GROUP LIMITED

2008 2007

 Notes HK$’000 HK$’000

Non-current assets
Property, plant and equipment 11 21,734 18,799

Intangible assets 12 – 41,504

Deferred tax assets 27 3,690 13,634

25,424 73,937

Current assets
Trade and other receivables 14 102,096 91,589

Pledged bank deposits 15 2,155 2,137

Cash and bank balances 177,173 181,662

281,424 275,388

Current liabilities
Trade and other payables 16 117,238 104,935

Current portion of bank borrowings 17 4,250 10,430

Current portion of obligations under finance leases 18 129 206

Taxation payable 3,848 4,288

125,465 119,859

Net current assets 155,959 155,529

Total assets less current liabilities 181,383 229,466

Non-current liabilities
Bank borrowings 17 – 4,250

Obligations under finance leases 18 595 213

Deferred tax liabilities 27 367 513

NET ASSETS 180,421 224,490

Capital and reserves
Share capital 19 5,229 5,229

Reserves 21 174,462 218,256

Equity attributable to equity holders of the Company 179,691 223,485

Minority interests 21 730 1,005

TOTAL EQUITY 180,421 224,490

Approved and authorised for issue by the Board of Directors on 30 March 2009

Richard John Siemens Lim Shyang Guey
Director Director
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Balance Sheet

e-KONG GROUP LIMITED

As at 31 December 2008

2008 2007

 Notes HK$’000 HK$’000

Non-current assets
Property, plant and equipment 11 2,884 3,737

Interests in subsidiaries 13 101,594 101,146

104,478 104,883

Current assets
Trade and other receivables 14 1,976 1,380

Pledged bank deposits 15 914 910

Cash and bank balances 89,420 88,497

92,310 90,787

Current liabilities
Trade and other payables 16 15,673 18,126

Net current assets 76,637 72,661

NET ASSETS 181,115 177,544

Capital and reserves
Share capital 19 5,229 5,229

Reserves 21 175,886 172,315

TOTAL EQUITY 181,115 177,544

Approved and authorised for issue by the Board of Directors on 30 March 2009

Richard John Siemens Lim Shyang Guey
Director Director
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For the year ended 31 December 2008

Consolidated Statement of Changes in Equity

e-KONG GROUP LIMITEDe-KONG GROUP LIMITED

Attributable to equity holders of the Company

    Capital
 Share Share Exchange redemption Contributed Accumulated  Minority Total
 capital premium reserve reserve surplus profits Total interests equity
 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

As at 1 January 2007 4,709 23,461 (598) 6 83,489 21,050 132,117 – 132,117

New shares issued 520 46,280 – – – – 46,800 – 46,800

Shares issue expenses – (1,400) – – – – (1,400) – (1,400)

Exchange differences on translation

 of foreign subsidiaries – – 1,665 – – – 1,665 – 1,665

Deemed partial disposal of a subsidiary – – – – – – – 1,088 1,088

Profit / (loss) for the year – – – – – 44,303 44,303 (83) 44,220

As at 31 December 2007 5,229 68,341 1,067 6 83,489 65,353 223,485 1,005 224,490

Exchange differences on translation 

 of foreign subsidiaries – – (336) – – – (336) – (336)

Loss for the year – – – – – (43,458) (43,458) (275) (43,733)

As at 31 December 2008 5,229 68,341 731 6 83,489 21,895 179,691 730 180,421
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Consolidated Cash Flow Statement

e-KONG GROUP LIMITED

For the year ended 31 December 2008

2008 2007

 Note HK$’000 HK$’000

OPERATING ACTIVITIES
Cash generated from operations 22 22,547 45,948

Income taxes paid (4,832) (4,350)

Interest received 1,879 4,206

Interest on bank loan paid (634) (1,931)

Interest on obligations under finance leases (33) (20)

Net cash generated from operating activities 18,927 43,853

INVESTING ACTIVITIES
Payments for intangible assets – (460)

Purchases of property, plant and equipment (12,927) (9,095)

Proceeds from disposals of property, plant and equipment 405 9

Proceeds from deemed partial disposal of a subsidiary – 18,490

Net cash (used in) / generated from investing activities (12,522) 8,944

FINANCING ACTIVITIES
Repayment of bank loan (10,430) (17,085)

Repayment of obligations under finance leases (460) (198)

Issue of shares – 45,400

Net cash (used in) / generated from financing activities (10,890) 28,117

Net (decrease) / increase in cash and cash equivalents (4,485) 80,914

Cash and cash equivalents as at 1 January 183,799 101,909

Exchange gain on cash and cash equivalents 14 976

Cash and cash equivalents as at 31 December 179,328 183,799

Analysis of the balances of cash and cash equivalents
Pledged bank deposits 2,155 2,137

Cash and bank balances 177,173 181,662

179,328 183,799
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For the year ended 31 December 2008

Notes to the Financial Statements

e-KONG GROUP LIMITEDe-KONG GROUP LIMITED

1. CORPORATE INFORMATION

The Company is incorporated in Bermuda as an exempted company with limited liability and its ordinary shares are listed

on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The Company’s principal place of business is

located at 3705 Gloucester Tower, The Landmark, 15 Queen’s Road Central, Hong Kong. The principal activity of the

Company is investment holding. Details of the principal subsidiaries of the Company are disclosed in note 13 to the

financial statements.

2. PRINCIPAL ACCOUNTING POLICIES

Basis of preparation
These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRS”),

which collective term includes all applicable individual HKFRS, Hong Kong Accounting Standards and Interpretations

issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”), accounting principles generally

accepted in Hong Kong, the disclosure requirements of the Hong Kong Companies Ordinance and applicable disclosure

requirements under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the

“Listing Rules”).

These financial statements have been prepared on a basis consistent with the accounting policies adopted in the 2007

financial statements. The adoption of the new and revised HKFRS that are effective from the current year have had no

significant effects on the Group’s results and financial position of the Group and the Company for the current and prior

years. A summary of the principal accounting policies adopted by the Group is set out below.

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

Basis of consolidation
The consolidated financial statements comprise the financial statements of the Company and all of its subsidiaries as

at 31 December each year. The financial statements of the subsidiaries are prepared for the same reporting year as the

Company using consistent accounting policies.

All inter-company balances, transactions, income and expenses and profits and losses resulting from inter-company

transactions are eliminated in full. The results of subsidiaries are consolidated from the date on which the Group obtains

control and continue to be consolidated until the date that such control ceased.

Minority interests represent the portion of profit or loss and net assets not held by the Group and are presented separately

in the consolidated income statement and within equity in the consolidated balance sheet, separately from the equity

holders of the parent. Losses applicable to minorities in excess of the minority interests in a subsidiary’s equity are

allocated against the interests of the Group except to the extent that the minority have a binding obligation and are able to

make an additional investment to cover the losses.

The Group applies a policy of treating transactions with minority interests as transactions with parties external to the

Group. Disposals to minority interests resulting in gains or losses to the Group are recorded in the income statement.

Subsidiaries
A subsidiary is an entity (including special purpose entities) in which the Group has the power to govern the financial and

operating policies so as to obtain benefits from its activities.

In the Company’s balance sheet, investments in subsidiaries are stated at cost less impairment losses. The carrying

amounts of the investments are reduced to their respective recoverable amounts on an individual investment basis. The

results of subsidiaries are accounted for by the Company on the basis of dividends received and receivable.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

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

The cost of an item of property, plant and equipment comprises its purchase price and any directly attributable costs of 

bringing the asset to its working condition and location for its intended use. Repairs and maintenance are charged to the

income statement during the year in which they are incurred.

Depreciation is provided to write off the cost, net of accumulated impairment losses, of property, plant and equipment

over their estimated useful lives as set out below from the date on which they are available for use and after taking into

account their estimated residual values, using the straight-line method, at the following rates per annum:

Leasehold improvements Over the remaining lease terms

Machinery and equipment 20% – 33%

Office equipment, furniture and fittings 20% – 33%

Motor vehicles 20%

Assets held under finance leases are depreciated over the shorter of their expected useful lives or the terms of the leases.

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful lives are stated at cost less accumulated amortisation and

accumulated impairment losses. Amortisation is charged on a straight-line basis over the estimated useful lives which is

5 years in the case of the existing intangible assets. The estimated useful life and amortisation method are reviewed at the

end of each annual reporting period, with the effect of any changes in estimate being accounted for on a prospective basis.

Research and development costs

Research costs are expensed as incurred. Costs incurred on development activities, which involve the application of 

research findings to a plan or design for the production of new or substantially improved products and processes, are

capitalised if the product or process is technically and commercially feasible and the Group has sufficient resources to

complete the development. The capitalised expenditure includes the cost of materials, direct labour and an appropriate

proportion of overheads. Other development expenditure is recognised as an expense in the period in which it is incurred.

When the asset is available for use, the capitalised development costs are amortised and subject to impairment review on

the same basis as intangible assets acquired separately.

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific asset

to which it relates. All other expenditure, including expenditure on internally generated goodwill and brands, is expensed

in the income statement when incurred.
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For the year ended 31 December 2008

2. PRINCIPAL ACCOUNTING POLICIES (continued)

Financial instruments
Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual provisions of 

the instruments and on a trade date basis. Financial assets and financial liabilities are measured as set out below.

Loans and receivables

Loans and receivables including trade and other receivables are non-derivative financial assets with fixed or determinable

payments that are not quoted in an active market and are not held for trading. They are measured at amortised cost using

the effective interest method, except where receivables are interest-free loans and without any fixed repayment term or

the effect of discounting would be insignificant. In such case, the receivables are stated at cost less any impairment loss.

Amortised cost is calculated by taking into account any discounts or premiums on acquisition, over the year to maturity.

Gains and losses arising from derecognition, impairment or through the amortisation process are recognised in the

income statement.

Impairment of financial assets

At each balance sheet date, the Group assesses whether there is objective evidence that financial assets are impaired. The

impairment loss of financial assets carried at amortised cost is measured as the difference between the assets’ carrying

amount and the present value of estimated future cash flow discounted at the financial asset’s original effective interest

rate. Such impairment loss is reversed in subsequent periods through the income statement when an increase in the asset’s

recoverable amount can be related objectively to an event occurring after the impairment was recognised, subject to a

restriction that the carrying amount of the asset at the date impairment is reversed does not exceed what the amortised

cost would have been had the impairment not been recognised.

Financial liabilities

The Group’s financial liabilities include trade and other payables, bank loans and other borrowings and obligations under

finance leases. All financial liabilities are recognised initially at their fair value and subsequently measured at amortised

cost, using the effective interest method, unless the effect of discounting would be insignificant, in which case they are

stated at cost.

Derecognition of financial assets and liabilities

A financial asset is derecognised when the Group’s contractual rights to future cash flows from the financial asset expires

or when the Group transfers the financial assets and the Group has transferred all the risks and rewards of ownership of 

the financial assets. A financial liability is derecognised when the liability is extinguished, that is, when the obligation

specified in the relevant contract is discharged, cancelled or expires.

Cash equivalents
For the purpose of the consolidated cash flow statement, cash equivalents represent short term highly liquid investments

which are readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in

value, net of bank overdrafts.

Impairment of non-financial assets
At each balance sheet date, the Group reviews the carrying amounts of its property, plant and equipment and intangible

assets with finite useful lives and investment in subsidiaries to determine whether there are any indications that such

assets have suffered impairment losses or that impairment losses previously recognised no longer exist or may be

reduced. If the recoverable amount of an asset is estimated to be less than its carrying amount, the latter is reduced to its

recoverable amount. Impairment losses are recognised as an expense immediately.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

Impairment of non-financial assets (continued)
Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of 

its recoverable amount, to the extent that the increased carrying amount does not exceed the carrying amount that would

have been determined had no impairment loss been recognised for the asset in prior years. A reversal of an impairment

loss is recognised as income immediately.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the revenue can be

measured reliably.

Income in respect of telecommunication services provided to customers is recognised when the services are rendered.

Interest income is accrued on a time proportion basis on the principal outstanding and at the effective interest rate

applicable.

Leasing
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of 

ownership to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets of the Group at the lower of the fair value of the leased asset

and the present value of the minimum lease payments. The corresponding liability to the lessor is included in the balance

sheet as a finance lease obligation. Finance costs, which represent the difference between the total leasing commitments

and the fair value of the assets acquired, are charged to the income statement over the terms of the relevant lease so as to

produce a constant periodic rate of charge on the remaining balance of the obligations for each accounting period.

Rentals payable under operating leases are recognised as an expense on the straight-line basis over the terms of the

relevant leases.

Lease incentives are recognised in the income statement as an integral part of the net consideration agreed for the use of 

the leased asset.

Foreign currency translation
Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary

economic environment in which the entity operates (“functional currency”). The consolidated financial statements are

presented in Hong Kong dollars which is the Company’s functional and presentation currency.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates

of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the

translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised

in the income statement.

On consolidation, the balance sheets of entities denominated in currencies other than Hong Kong dollars, being the

presentation currency, are translated at the approximate rates of exchange ruling at the balance sheet date while the

income statements are translated at average rates for the year. All exchange differences arising from the translation of an

entity are recognised as a separate component of equity.
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For the year ended 31 December 2008

2. PRINCIPAL ACCOUNTING POLICIES (continued)

Taxation
The charge for current income tax is based on the results for the year as adjusted for items that are non-assessable or

disallowed. It is calculated using tax rates that have been enacted or substantively enacted at the balance sheet date.

Deferred tax is provided, using the liability method, on all temporary differences at the balance sheet date between the

tax bases of assets and liabilities and their carrying amounts in the financial statements. However, any deferred tax arising

from initial recognition of an asset or liability in a transaction other than a business combination that at the time of the

transaction affects neither the accounting profit nor taxable profit or loss, is not recognised.

The deferred tax liabilities and assets are measured at the tax rates that are expected to apply to the period when the asset

is recovered or the liability is settled, based on the tax rates and tax laws that have been enacted or substantively enacted

at the balance sheet date. Deferred tax assets are recognised to the extent it is probable that future taxable profits will be

available against which the deductible temporary differences, tax losses and credits can be utilised.

Retirement benefit schemes
Since December 2000, the Group, other than overseas subsidiaries, has operated Mandatory Provident Fund (“MPF”)

schemes to provide retirement benefits for its full time permanent employees in Hong Kong. The obligations for

contributions to retirement benefit schemes are recognised as expenses in the income statement as incurred. The assets of 

the schemes are held separately from those of the Group with independent trustees.

Under the MPF schemes, both the Group and each eligible employee are required to contribute 5% of the employee’s

basic monthly income, up to a maximum of HK$1,000 (as mandatory contributions) and they may choose to make

additional or voluntary contributions. The Group makes the same additional contribution if an employee chooses to make

a voluntary contribution of up to a maximum limit of HK$1,000.

Under the MPF schemes, employees are entitled to the Group’s mandatory contributions in accordance with the

provisions in the Hong Kong Mandatory Provident Fund Schemes Ordinance, and are entitled to 100% of the Group’s

voluntary contributions after completion of the first year of service.

Overseas subsidiaries also operate pension schemes or similar arrangements for their employees in accordance with the

statutory requirements prescribed by the relevant legal authorities.

As at balance sheet date, the Group had no significant forfeited voluntary contributions which arose as a result of 

employees leaving the MPF schemes and which are available to reduce the contributions payable by the Group in future

years.

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 the grant date, taking into account the terms and conditions

upon which the options were granted. Where employees have to meet vesting conditions before becoming unconditionally

entitled to 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 equity.

On the 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 the equity account.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

Related parties
A party is related to the Group if (a) directly, or indirectly through one or more intermediaries, the party controls,

is controlled by or is under common control with the Group; or has an interest in the Group that gives it significant

influence over the Group; or has joint control over the Group; (b) the party is an associate of the Group; (c) the party is a

joint venture in which the Group is an investor; (d) the party is a member of the key management personnel of the Group;

(e) the party is a close member of the family of any individual referred to in (a) or (d); (f) the party is an entity that is

controlled, jointly controlled or significantly influenced by or for which significant voting power in such entity resides

with, directly or indirectly, any individual referred to in (d) or (e); or (g) the party is a post-employment benefit plan for

the benefit of employees of the Group or of any entity that is a related party of the Group.

Critical accounting estimates and judgements

Allowance for bad and doubtful debts

The provisioning policy for bad and doubtful debts of the Group is based on the evaluation of collectability and ageing

analysis of the trade receivables and on management judgements. A considerable amount of judgement is required in

assessing the ultimate realisation of receivables, including the current creditworthiness and the past collection history

of each customer. If the financial conditions of these customers were to deteriorate, resulting in an impairment of their

ability to make payments, additional allowance will be required.

Recognition of deferred tax assets

Deferred tax assets are recognised principally for unused tax losses carried forward to the extent that it is probable that

future taxable profits will be available against which the unused tax losses can be utilised, based on all available evidence.

Recognition primarily involves judgement regarding the future performance of the particular legal subsidiary in which

the deferred tax asset has been recognised. A variety of other factors are also evaluated in considering whether there

is convincing evidence that it is probable that some portion or all of the deferred tax assets will ultimately be realised,

such as the existence of taxable temporary differences, tax planning strategies and the periods in which estimated tax

losses can be utilised. The carrying amount of deferred tax assets and related financial models and budgets are reviewed

at each balance sheet date and, to the extent that there is sufficient evidence that taxable profits will be available within

the utilisation periods to allow utilisation of the carry-forward tax losses, the asset balance will be increased and such

increase will be charged to the income statement.

Future changes in HKFRS
At the date of approval of these financial statements, the Group has not early adopted the new and revised HKFRS issued

by HKICPA that are not yet effective for the current year. The directors do not anticipate that the adoption of these new

and revised HKFRS in future periods will have a material impact on the results of the Group.
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For the year ended 31 December 2008

3. TURNOVER

Turnover, recognised by category, is analysed as follows:

Group

2008 2007

HK$’000 HK$’000

Telecommunication services income 786,462 793,261

Other 535 1,991

786,997 795,252

4. OTHER REVENUE AND INCOME

Group

2008 2007

HK$’000 HK$’000

Interest income on bank deposits 1,879 4,206

Gain on deemed partial disposal of subsidiary (Note) – 17,402

Other 459 180

2,338 21,788

Note: The gain on the deemed partial disposal of a subsidiary arose from the subscription by an institutional investor for 5% of the 

share capital of the subsidiary.
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5. (LOSS) / PROFIT BEFORE TAXATION

(Loss) / Profit before taxation is stated after charging / (crediting) the following:

Group

2008 2007

HK$’000 HK$’000

(a) Finance costs
Interest on bank loan and other borrowings

wholly repayable within five years 634 1,931

Finance charges on obligations under finance leases 33 20

667 1,951

(b) Other items
Employee salaries and other benefits (including

directors’ emoluments) 74,525 77,401

Retirement benefit scheme contributions 2,426 2,381

Total staff costs 76,951 79,782

Auditors’ remuneration 1,358 1,332

Cost of services provided 604,504 583,405

Depreciation of property, plant and equipment 10,525 6,493

Amortisation of intangible assets included in other

operating expenses 10,701 10,615

Bad debts written off – 14

Allowance for doubtful debts 2,331 1,978

(Gain) / Loss on disposal of property, plant and equipment (135) 971

Operating lease charges on premises 8,081 6,819

Realised losses on quoted investments 883 –

Exchange losses, net 20 244
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For the year ended 31 December 2008

6. DIRECTORS’ AND SENIOR EXECUTIVES’ REMUNERATION

The aggregate amounts of remuneration received and receivable by Company’s directors are as follows:

2008

 Salaries, Retirement
 gratuities benefit

Director and other scheme
fees emoluments contributions Total

HK$’000 HK$’000 HK$’000 HK$’000

Executive directors
Richard John Siemens – 1,800 24 1,824

Lim Shyang Guey – 2,145 24 2,169

Non-executive director
William Bruce Hicks 150 – – 150

Independent non-executive directors
Shane Frederick Weir 150 – – 150

John William Crawford J.P. 150 100 – 250

Gerald Clive Dobby 150 – – 150

600 4,045 48 4,693

2007

 Salaries, Retirement

 gratuities benefit

Director and other scheme

fees emoluments contributions Total

HK$’000 HK$’000 HK$’000 HK$’000

Executive directors
Richard John Siemens – 1,500 24 1,524

Kuldeep Saran – 1,849 12 1,861

Lim Shyang Guey – 2,240 24 2,264

Non-executive director
William Bruce Hicks 38 – – 38

Independent non-executive directors
Shane Frederick Weir 150 – – 150

John William Crawford J.P. 150 100 – 250

Gerald Clive Dobby 150 – – 150

488 5,689 60 6,237
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6. DIRECTORS’ AND SENIOR EXECUTIVES’ REMUNERATION (continued)

Individuals with highest emoluments
Of the five (2007: five) individuals with the highest emoluments, two (2007: two) are directors whose emoluments are

disclosed above. The aggregate of the emoluments in respect of the other three (2007: three) individuals are as follows:

2008 2007

HK$’000 HK$’000

Salaries, gratuities and other emoluments 6,005 6,639

Retirement benefit scheme contributions 27 39

6,032 6,678

The emoluments of the three (2007: three) individuals with the highest emoluments are within the following bands:

2008 2007

Number of Number off
individuals individuals

HK$1,500,001 to HK$2,000,000 2 –

HK$2,000,001 to HK$2,500,000 1 2

HK$2,500,001 to HK$3,000,000 – 1

3 3

The executive directors of the Company, together with the above-mentioned three (2007: three) highest paid individuals,

are regarded as the key management personnel of the Group for disclosure purposes.

7. TAXATION

Hong Kong Profits Tax has not been provided as the Group’s assessable profit for the year was wholly absorbed by

unrelieved tax losses brought forward from previous years.

Overseas taxation represents income tax of certain subsidiaries, calculated at the tax rates prevailing in the countries in

which the subsidiaries operate.

Group

2008 2007

HK$’000 HK$’000
Current tax
Overseas income taxes (4,475) (4,642)

Deferred tax
Depreciation allowances (89) (623)

Tax losses (9,709) 2,871

(9,798) 2,248

(14,273) (2,394)

Further details of the Group’s deferred taxation status are set out in note 27.
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7. TAXATION (continued)

Reconciliation of effective tax rate

Group

2008 2007

% %

Applicable tax rate (33) 26

Non-deductible expenses 5 1

Tax exempt revenue (3) (5)

Unrecognised tax losses arising in current year 7 5

Reversal of previously recognised tax losses 29 –

Utilisation of previously unrecognised tax losses – (21)

Recognition of previously unrecognised tax losses – (7)

Unrecognised deferred tax assets 36 4

Other 7 2

Effective tax rate for the year 48 5

The applicable tax rate is the average of the tax rates prevailing in the territories in which the Group operates.

8. PROFIT FOR THE YEAR

The profit for the year includes a profit of HK$3,571,000 (2007: HK$20,479,000) which has been dealt with in the

financial statements of the Company.

9. EBITDA

EBITDA represents earnings before interest expenses, taxation, depreciation, amortisation and impairment losses on

intangible assets.

10. (LOSS) / EARNINGS PER SHARE

The calculation of basic loss per share for the year ended 31 December 2008 is based on the consolidated loss attributable

to equity holders of the Company of HK$43,458,000 (2007: Profit of HK$44,303,000) and on the weighted average

number of 522,894,200 (2007: 514,773,652) shares in issue during the year.

Diluted (loss) / earnings per share for the years ended 31 December 2008 and 2007 have not been presented as the

exercise prices of the share options were higher than the average market price of the shares.
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11. PROPERTY, PLANT AND EQUIPMENT

Group

  Office
  equipment,
 Machinery furniture

Leasehold and and Motor
improvements equipment fittings vehicles Total

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

As at 1 January 2007 1,331 7,672 5,874 2,240 17,117

Additions 125 5,698 3,272 – 9,095

Disposals – (8,882) (1,906) (1,400) (12,188)

Write-back of accumulated

depreciation on disposals – 8,882 1,906 420 11,208

Depreciation (701) (3,303) (2,069) (420) (6,493)

Exchange adjustments – – 60 – 60

As at 31 December 2007 755 10,067 7,137 840 18,799

As at 1 January 2008 755 10,067 7,137 840 18,799

Additions – 12,359 1,333 – 13,692

Disposals – – (2,032) – (2,032)

Write-back of accumulated

depreciation on disposals – – 1,762 – 1,762

Depreciation (564) (7,459) (2,222) (280) (10,525)

Exchange adjustments – – 38 – 38

As at 31 December 2008 191 14,967 6,016 560 21,734

Representing:
Cost 2,216 47,439 26,229 1,400 77,284

Accumulated depreciation (1,461) (37,372) (19,092) (560) (58,485)

As at 1 January 2008 755 10,067 7,137 840 18,799

Cost 2,216 59,798 25,543 1,400 88,957

Accumulated depreciation (2,025) (44,831) (19,527) (840) (67,223)

As at 31 December 2008 191 14,967 6,016 560 21,734

The carrying amount of the Group’s property, plant and equipment as at 31 December 2008 includes an amount of 

HK$700,000 (2007: HK$397,000) in respect of assets held under finance leases.
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11. PROPERTY, PLANT AND EQUIPMENT (continued)

Company

 Office
 equipment,
 furniture

Leasehold and Motor
improvements fittings vehicles Total

HK$’000 HK$’000 HK$’000 HK$’000

As at 1 January 2007 1,038 2,109 2,240 5,387

Additions – 533 – 533

Disposals – – (1,400) (1,400)

Write-back of accumulated

depreciation on disposals – – 420 420

Depreciation (593) (190) (420) (1,203)

As at 31 December 2007 445 2,452 840 3,737

As at 1 January 2008 445 2,452 840 3,737

Additions – 51 – 51

Disposals – (52) – (52)

Write-back of accumulated

depreciation on disposals – 52 – 52

Depreciation (445) (179) (280) (904)

As at 31 December 2008 – 2,324 560 2,884

Representing:
Cost 1,631 3,240 1,400 6,271

Accumulated depreciation (1,186) (788) (560) (2,534)

As at 1 January 2008 445 2,452 840 3,737

Cost 1,631 3,239 1,400 6,270

Accumulated depreciation (1,631) (915) (840) (3,386)

As at 31 December 2008 – 2,324 560 2,884
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12. INTANGIBLE ASSETS

Group

Development Customer
costs contracts Total

HK$’000 HK$’000 HK$’000

As at 1 January 2007 3,137 48,522 51,659

Additions 460 – 460

Amortisation – (10,615) (10,615)

As at 31 December 2007 3,597 37,907 41,504

As at 1 January 2008 3,597 37,907 41,504

Amortisation – (10,701) (10,701)

Impairment losses (3,597) (27,206) (30,803)

As at 31 December 2008 – – –

Representing:
Costs 3,597 52,933 56,530

Accumulated amortisation – (15,026) (15,026)

As at 31 December 2007 3,597 37,907 41,504

Costs 3,597 52,933 56,530

Accumulated amortisation and

impairment losses (3,597) (52,933) (56,530)

As at 31 December 2008 – – –

The impairment losses on intangible assets during the year related to development costs and customer contracts in respect

of the telecommunication business.

As a result of the significant economic downturn in the fourth quarter of 2008, management considered that impairment

losses on the intangible assets had occurred and that full impairment should be recognised during the year.

13. INTERESTS IN SUBSIDIARIES

Company

2008 2007

HK$’000 HK$’000

Unlisted shares, at cost – –

Due from subsidiaries 601,516 601,068

Less: Provisions (499,922) (499,922)

101,594 101,146

The amounts due from subsidiaries are unsecured, interest-free and have no fixed term of repayment, except for an

amount of HK$57,948,000 (2007: HK$57,948,000) which bears interest at 5.5% per annum, is unsecured and repayable

on 23 April 2010. The carrying values of the amounts due approximate their fair values.
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13. INTERESTS IN SUBSIDIARIES (continued)

Details of the principal subsidiaries at the balance sheet date are as follows:

Place of    Particulars Effective ownership
incorporation / of issued interest held

Name of subsidiary operation share capital by the Company Principal activities

  Directly Indirectly

ZONE USA, Inc. (i) United States of US$10 – 100% Investment holding

America

ZONE Telecom Pte Ltd Singapore S$100,000 – 100% Provision of

    telecommunication services

ZONE Telecom, Inc. (i) United States of US$10 – 100% Provision of

America    telecommunication services

ZONE Resources Limited British Virgin US$10,000 – 95% Provision of IP-based 

Islands    communication services

ZONE Limited Hong Kong HK$2 – 100% Provision of

    telecommunication services

ZONE Global Limited British Virgin US$1 – 100% Investment holding

Islands

ZONE Channel Services Hong Kong HK$2 – 100% Provision of marketing

Limited     and promotion services

Willow Consultants Limited British Virgin US$1 – 100% Investment holding

(formerly known as Islands

 e-Kong Pillars Limited)

speedinsure.com Limited Hong Kong HK$10,000 – 70.3% Provision of sales

    and fulfilment solutions

speedinsure Global Limited British Virgin US$10,102 – 70.3% Investment holding

Islands

e-Kong Pillars Holdings Limited British Virgin US$1 100% – Investment holding

Islands

Cyber Insurance Brokers Limited Hong Kong HK$5,000,000 – 70.3% Insurance brokerage

China Portal Limited British Virgin US$1 – 100% Provision of

Islands    consultancy services

深圳盈港科技有限公司 The People’s RMB1,000,000 – 100% Provision of technical

(i) & (ii) Republic of China Registered capital    consultancy services

(i) Companies not audited by Mazars.

(ii) A wholly foreign-owned enterprise established in the People’s Republic of China.

The above summary includes those subsidiaries which, in the opinion of the Company’s directors, principally affected

the results or formed a substantial portion of the net assets of the Group. The classes of shares held are ordinary shares

unless otherwise stated. To give details of other subsidiaries would, in the opinion of the directors, result in particulars of 

excessive length.
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14. TRADE AND OTHER RECEIVABLES

Group Company

2008 2007 2008 2007

HK$’000 HK$’000 HK$’000 HK$’000

Trade receivables 96,654 87,367 – –

Allowance for doubtful debts (5,198) (4,570) – –

91,456 82,797 – –

Other receivables
Deposits, prepayments and

other debtors 10,640 8,792 1,976 1,380

102,096 91,589 1,976 1,380

The Group’s credit terms on sales mainly range from 30 to 90 days. Included in trade and other receivables are trade

debtors (net of allowance for doubtful debts) with the following ageing analysis by invoice date:

Group

2008 2007

HK$’000 HK$’000

Less than 1 month 77,828 74,197

1 to 3 months 12,814 8,377

More than 3 months but less than 12 months 814 223

91,456 82,797

The Group’s credit policy is set out in note 24.
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14. TRADE AND OTHER RECEIVABLES (continued)

The movements in allowance for doubtful debts are as follows:

Group Company

2008 2007 2008 2007

HK$’000 HK$’000 HK$’000 HK$’000

As at 1 January 4,570 4,508 – –

Increase in allowance 2,331 1,978 – –

Amounts written off as uncollectible (1,699) (1,916) – –

Exchange differences (4) – – –

As at 31 December 5,198 4,570 – –

The ageing analysis of trade debtors that are neither individually nor collectively considered to be impaired are as

follows:

Group

2008 2007

HK$’000 HK$’000

1 to 3 months past due 14,343 9,783

More than 3 months but less than 12 months past due 1,110 635

Amounts past due 15,453 10,418

Neither past due nor impaired 76,003 72,379

91,456 82,797

The Group has not provided for any impairment losses on the above trade debtors as there has not been a significant

change in credit quality and the directors believe that the amounts are still considered receivable. The Group does not

hold any collateral over the balances.

Receivables that were neither past due nor impaired relate to a wide range of customers for whom there has been no

history of default.

15. PLEDGED BANK DEPOSITS

At the balance sheet date, the Group and the Company had pledged bank deposits amounting to HK$2,155,000 (2007:
HK$2,137,000) and HK$914,000 (2007: HK$910,000), respectively, to banks for guarantees made by them to certain

telecommunication carriers for due payments by the Group.
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16. TRADE AND OTHER PAYABLES

Group Company

2008 2007 2008 2007

HK$’000 HK$’000 HK$’000 HK$’000

Trade payables 55,481 51,203 – –

Other payables
Accrued charges and other creditors 61,757 53,732 1,143 1,458

Due to subsidiaries – – 14,530 16,668

117,238 104,935 15,673 18,126

The amounts due to subsidiaries are unsecured, interest-free and have no fixed term of repayment.

Included in trade and other payables are trade creditors with the following ageing analysis by invoice date:

Group

2008 2007

HK$’000 HK$’000

Less than 1 month 53,128 40,462

1 to 3 months 1,254 10,284

More than 3 months but less than 12 months 1,099 457

55,481 51,203

17. BANK BORROWINGS

The bank loan is repayable as follows:

Group

2008 2007

HK$’000 HK$’000

Within one year 4,250 10,430

After one year but within two years – 4,250

4,250 14,680
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17. BANK BORROWINGS (continued)

Group

2008 2007

HK$’000 HK$’000

Reported as:
Current liabilities 4,250 10,430

Non-current liabilities – 4,250

4,250 14,680

The loan requires monthly principal and interest payments of US$118,575 (equivalent to HK$924,885). It also requires

a quarterly payment equal to 10% of EBITDA for the previous quarter. The loan bears interest at 7% per annum and is

secured by all assets of two subsidiaries in the U.S.A., with an aggregate carrying value of HK$154,615,000 (consisting

of property, plant and equipment of HK$14,565,000, trade and other receivables of HK$83,143,000 and cash and bank

balances of HK$56,907,000).

18. OBLIGATIONS UNDER FINANCE LEASES

The obligations under finance leases are repayable as follows:

Group

Minimum  Present value of
lease payments minimum lease payments

2008 2007 2008 2007

HK$’000 HK$’000 HK$’000 HK$’000

Finance leases due:
Within one year 193 218 129 206

After one year but within two years 193 217 142 213

After two years but within five years 515 – 453 –

901 435 724 419

Future finance charges (177) (16) – –

Present value of lease obligations 724 419 724 419

Group

2008 2007

HK$’000 HK$’000

Reported as:
Current liabilities 129 206

Non-current liabilities 595 213

724 419

The finance lease payments are repayable in 60 instalments, mature in August 2013 and bear interest at 9.6% per annum.

The carrying value of the finance leases approximate their fair values.
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19. SHARE CAPITAL

2008 2007

Number off Number of
shares Amount shares Amount

HK$’000  HK$’000

Ordinary shares

Authorised
12,000,000,000 ordinary shares

of HK$0.01 each 12,000,000,000 120,000 12,000,000,000 120,000

Issued and fully paid
As at 1 January 522,894,200 5,229 470,894,200 4,709

New shares issued – – 52,000,000 520

As at 31 December 522,894,200 5,229 522,894,200 5,229

20. SHARE OPTIONS

(a) The Company
Pursuant to an employee share option scheme of the Company adopted in a special general meeting held on 25

October 1999, the directors of the Company, at their discretion, could invite eligible employees of the Group,

including executive directors of the Company, to take up options to subscribe for shares in the Company under the

terms and conditions stipulated therein. This scheme was subsequently terminated in a special general meeting held

on 28 June 2002 but the share options granted that were not yet exercised thereunder remain effective and are bound

by the scheme terms.

On 28 June 2002, the Company adopted a new share option scheme to comply with the requirements of Chapter

17 of the Listing Rules. Under the new share option scheme, the directors of the Company may at their discretion

grant share options to (i) any director, employee, consultant, customer, supplier, business introduction agent, or

legal, financial or marketing adviser of or contractor to any company in the Group or any affiliate and / or (ii) any

discretionary trust the discretionary objects of which include any of the foregoing, under the terms and conditions

stipulated therein. No share options have been granted by the Company under the new share option scheme since

adoption.

(b) Subsidiaries
On 28 June 2002, the Company adopted scheme rules and procedures for share option schemes for its subsidiaries

(the “Subsidiary Scheme Rules and Procedures”). In accordance with the Subsidiary Scheme Rules and Procedures,

the subsidiaries may adopt their own respective share option schemes in line with the terms and conditions of 

the Subsidiary Scheme Rules and Procedures, pursuant to which the board of directors of each of the relevant

subsidiaries may at its discretion grant share options to (i) any director, employee, consultant, customer, supplier,

business introduction agent, or legal, financial or marketing adviser of or contractor to the subsidiaries and their

subsidiaries, any of their holding companies or any affiliate and / or (ii) any discretionary trust the discretionary

objects of which include any of the foregoing. No subsidiaries have activated their share option scheme powers

pursuant to the terms and conditions of the Subsidiary Scheme Rules and Procedures since adoption.
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20. SHARE OPTIONS (continued)

Summary of principal terms
A summary of the principal terms of the new share option scheme and Subsidiary Scheme Rules and Procedures is as

follows:

(i) Purpose

The schemes are designed to enable the board to grant share options to eligible participants as (i) incentives and / or

rewards in recognition or acknowledgement of the contributions that eligible participants have made and will make

to the Group and (ii) motivation to worthy employees for high levels of performance in order to enhance long-term

shareholder value.

(ii) Maximum number of shares

The total number of shares in respect of which share options may be granted (together with share options exercised

and then outstanding) under the schemes and to be granted under any other share option schemes of the Company

or the relevant subsidiary, shall not in aggregate exceed 10% of the shares in issue as at the date of approval of the

schemes unless shareholder approval has been obtained. On 22 May 2008, shareholders of the Company approved a

refreshment of the limit within which the total number of shares may be issued upon exercise of all options granted

and to be granted under the share option schemes of the Company. As at 30 March 2009, 65,978,681 shares of the

Company, representing about 12.6% of its issued share capital, are available for issue under the new share option

scheme.

The maximum number of shares issued and which may fall to be issued upon the exercise of the share options granted

under the scheme and any other share option schemes (including both exercised and outstanding share options) to

each eligible participant shall not exceed 1% of the shares in issue for the time being in any 12 month period up to

and including the date of grant.

(iii) Exercise period and payment on acceptance of share options

A share option may be exercised in accordance with the terms of the scheme at any time during a period to be

determined and notified by the directors to each grantee, subject to a maximum period of 10 years from the date of 

grant.

A share option shall be deemed to have been granted and accepted and to have taken effect when the duplicate letter

comprising acceptance of the offer of the grant of a share option duly signed by the grantee (for the new share option

scheme) or the acceptance of the offer of the grant of a share option duly acknowledged by the grantee in such form

as the board may from time to time determine (for the Subsidiary Scheme Rules and Procedures) together with a

remittance in favour of the Company of HK$1.00 (or its US$ equivalent) in consideration of the grant thereof is

received by the Company on a business day not later than 28 days from the offer date.
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20. SHARE OPTIONS (continued)

Summary of principal terms (continued)

(iv) Basis of determining the subscription price

Company share option scheme

Subject to the terms of the scheme and the provisions of the Listing Rules, the subscription price in respect of any

share option shall be at least the highest of (i) the closing price of the shares as stated in the Stock Exchange’s daily

quotations sheets on the date of grant; (ii) the average closing price of the shares as stated in the Stock Exchange’s

daily quotations sheets over the 5 business days immediately preceding the date of grant; and (iii) the nominal value

of a share.

Subsidiary scheme rules and procedures

Subject to the terms of the scheme and the provisions of the Listing Rules, the subscription price in respect of any

share option shall not be less than the par value of a share provided that if the share option is intended to qualify as an

incentive stock option under the tax laws of the United States, the subscription price thereof shall not be less than the

fair market value of a share as detailed therein.

(v) Remaining life of the scheme

The Company scheme is valid and effective, at the discretion of the board of directors, subject to a maximum period

of 10 years from the date of its adoption.

During the year, no share options were held by the directors, chief executive or substantial shareholders of the Company,

suppliers of goods or services or other participants, other than eligible employees under the old share option scheme.

Details of the share options granted and remaining outstanding at the balance sheet date were as follows:

Number of share options

  As at Lapsed As at Lapsed As at
 Exercise 1 January during 31 December during 31 December

Date of grant Exercisable period price 2007 2007 2007 2008 2008
 HK$

25.10.1999 25.10.2000 – 24.10.2009 1.40 15,000 – 15,000 – 15,000

16.11.1999 16.11.2000 – 24.10.2009 1.60 7,500 – 7,500 – 7,500

23.12.1999 23.12.2000 – 24.10.2009 2.00 35,000 – 35,000 – 35,000

28.04.2000 28.04.2001 – 24.10.2009 3.30 40,000 (15,000) 25,000 – 25,000

09.08.2000 09.08.2001 – 24.10.2009 2.30 30,000 – 30,000 – 30,000

25.10.2000 25.10.2001 – 24.10.2009 1.20 20,000 – 20,000 – 20,000

Total   147,500 (15,000) 132,500 – 132,500

The options outstanding as at 31 December 2008 had an exercise price of between HK$1.20 and HK$3.30 (2007: between
HK$1.20 and HK$3.30) and a weighted average remaining contractual life of 0.83 year (2007: 1.83 years).
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21. RESERVES

Attributable to equity holders of the Company

  Capital
Share Exchange redemption Contributed Accumulated  Minority Total

premium reserve reserve surplus profits Total interests equity
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Group

As at 1 January 2007 23,461 (598) 6 83,489 21,050 127,408 – 127,408

New shares issued 46,280 – – – – 46,280 – 46,280

Shares issue expenses (1,400) – – – – (1,400) – (1,400)

Exchange differences on translation

of foreign subsidiaries – 1,665 – – – 1,665 – 1,665

Deemed partial disposal of a subsidiary – – – – – – 1,088 1,088

Profit / (Loss) for the year – – – – 44,303 44,303 (83) 44,220

As at 31 December 2007 68,341 1,067 6 83,489 65,353 218,256 1,005 219,261

Exchange differences on translation

of foreign subsidiaries – (336) – – – (336) – (336)

Loss for the year – – – – (43,458) (43,458) (275) (43,733)

As at 31 December 2008 68,341 731 6 83,489 21,895 174,462 730 175,192

Company

As at 1 January 2007 23,461 – 6 83,489 – 106,956 – 106,956

New shares issued 46,280 – – – – 46,280 – 46,280

Share issue expenses (1,400) – – – – (1,400) – (1,400)

Profit for the year – – – – 20,479 20,479 – 20,479

As at 31 December 2007 68,341 – 6 83,489 20,479 172,315 – 172,315

Profit for the year – – – – 3,571 3,571 – 3,571

As at 31 December 2008 68,341 – 6 83,489 24,050 175,886 – 175,886

Contributed surplus represents the amounts transferred from the share premium account as a result of a capital

reorganisation undertaken by the Company in November 2002. Under the Companies Act 1981 of Bermuda (as

amended), contributed surplus is distributable to shareholders, subject to the condition that the Company cannot declare

or pay a dividend, or make a distribution out of contributed surplus, if there are reasonable grounds for believing that:

(i) the Company is, or would after the payment be, unable to pay its liabilities as they become due; or

(ii) the realisable value of the Company’s assets would thereby be less than the aggregate of its liabilities and its issued

share capital and share premium account.
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21. RESERVES (continued)

Subject to the conditions mentioned in the foregoing paragraph, the Company had the following reserves available for

distribution to shareholders at the balance sheet date:

2008 2007

HK$’000 HK$’000

Contributed surplus 83,489 83,489

Accumulated profits 24,050 20,479

107,539 103,968

22. CASH GENERATED FROM OPERATIONS

Group

2008 2007

HK$’000 HK$’000

(Loss) / Profit before taxation (29,460) 46,614

Interest income (1,879) (4,206)

Interest expenses 634 1,931

Interest on obligations under finance leases 33 20

Depreciation 10,525 6,493

Amortisation of intangible assets 10,701 10,615

Impairment losses on intangible assets 30,803 –

Gain on deemed partial disposal of a subsidiary – (17,402)

Exchange differences (471) 622

(Gain) / Loss on disposal of property, plant and equipment (135) 971

Bad debts written off – 14

Allowance for doubtful debts 2,331 1,978

Changes in working capital:

Trade and other receivables (12,818) (6,549)

Trade and other payables 12,283 4,847

Cash generated from operations 22,547 45,948

23. MAJOR NON-CASH TRANSACTION

During the year, the Group entered into finance lease arrangement for in respect of office equipment with a total capital

value at the inception of the arrangement of HK$765,000 (2007: Nil).
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24. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise bank borrowings, finance leases, cash and short-term deposits. The

main purpose of these financial instruments is to raise or maintain financial resources for Group operations. The Group

has various other financial instruments such as trade receivables and trade payables which arise directly from its business

activities.

Exposure to currency, credit and liquidity risks arise in the normal course of the Group’s business. Management of the

Group monitors and manages these exposures to ensure appropriate measures are implemented on a timely and effective

manner. The key policies on monitoring and controlling these risks are set out below.

Currency risk
Most of transactions are denominated in the functional currency of each of the Group’s entities and most of the Group’s

assets and liabilities, revenues and payments are denominated in Hong Kong dollars and United States dollars in which

the Group considers there is no significant exposure to foreign exchange fluctuations as long as the Hong Kong-United

States dollar exchange rate remains pegged.

Credit risk
The Group’s credit risks are primarily attributable to trade and other receivables. Management of the Group has a credit

limit policy in place and exposures to credit risks are monitored on an ongoing basis. In order to minimise credit risk,

management of the Group has established credit limits, credit approvals and other monitoring procedures to ensure

appropriate actions are taken to recover overdue debts.

Liquidity risk
Individual operating units within the Group are responsible for their own cash management. To minimise liquidity risks,

management of the Group regularly reviews the current and expected liquidity requirements of operating units to ensure

they maintain sufficient reserves of cash to meet their liquidity requirements in the short and longer terms.
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24. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued)
The maturity profile of the Group’s financial liabilities at the balance sheet date based on contractual undiscounted

payments are summarised below.

2008

     After
   1 year

On Less than 3 to 12 but within
 demand 3 months months 5 years Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Interest-bearing borrowings – 2,829 1,686 708 5,223

Trade and other payables 10,402 105,788 1,048 – 117,238

10,402 108,617 2,734 708 122,461

2007

     After

   1 year

On Less than 3 to 12 but within

 demand 3 months months 5 years Total

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

Interest-bearing borrowings – 2,835 8,511 4,538 15,884

Trade and other payables 10,001 93,753 1,181 – 104,935

10,001 96,588 9,692 4,538 120,819
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25. CAPITAL MANAGEMENT

The objectives of the Group’s capital management are to safeguard the Group’s ability to continue as a going concern

and to provide returns for shareholders. The Group manages its capital structure to maintain a balance between liquidity,

investment and borrowings, and makes adjustments, including payment of dividends to shareholders or issues new

shares in the light of changes in the economic environment. No changes were made in the Group’s objectives, policies or

processes for managing capital during the years ended 31 December 2008 and 2007.

The Group aims at maintaining a net surplus position and monitors capital on the basis of its net debt-to-equity ratio,

which is net debt divided by total equity at the balance sheet date was as follows:

2008 2007

HK$’000 HK$’000

Interest-bearing borrowings (4,974) (15,099)

Trade and other payables (117,238) (104,935)

Taxation payable (3,848) (4,288)

Less: Cash and bank balances 177,173 181,662

Net surplus 51,113 57,340

Total equity 180,421 224,490

Net debt-to-equity ratio N / A N / A

26. COMMITMENTS

Capital expenditure commitments
Group

2008 2007

HK$’000 HK$’000

Contracted but not provided for (net of deposit paid) – 983

Commitments under operating leases
At the balance sheet date, the total future minimum lease payments in respect of land and buildings under non-cancellable

operating leases are payable as follows:

Group Company

2008 2007 2008 2007

HK$’000 HK$’000 HK$’000 HK$’000

Within one year 11,515 6,062 4,555 1,385

In the second to fifth years inclusive 12,399 4,228 7,510 –

23,914 10,290 12,065 1,385

Operating lease payments mainly represent rentals payable for certain office premises and directors’ quarters. Leases are

negotiated for and rentals are fixed for an average of 2 to 3 years.
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27. DEFERRED TAX

The movements for the year in the Group’s net deferred tax position were as follows:

Group

2008 2007

HK$’000 HK$’000

As at 1 January 13,121 10,866

Exchange differences – 7

Income statement (charges) / credit (9,798) 2,248

As at 31 December 3,323 13,121

Recognised deferred tax assets and liabilities

Group

Assets Liabilities

2008 2007 2008 2007

HK$’000 HK$’000 HK$’000 HK$’000

Depreciation allowances (104) 131 (367) (513)

Tax losses 3,794 13,503 – –

As at 31 December 3,690 13,634 (367) (513)

Unrecognised deferred tax assets
Group

2008 2007

HK$’000 HK$’000

Tax losses 112,318 118,728

Deductible temporary differences 21,038 281

As at 31 December 133,356 119,009

The unrecognised tax losses of HK$428,995,000 (2007: HK$430,064,000) and deductible temporary differences of 

HK$63,641,000 (2007: HK$2,191,000) have no expiry dates under current tax legislation, except for tax losses of 

HK$237,338,000 (2007: HK$263,437,000) which are related to a subsidiary in the United States. These tax losses have a

carryforward period of 20 years from the year they arose and will begin to expire from 2020 onwards.
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28. SEGMENTAL INFORMATION

Analyses of the principal geographical areas and business activities of operation of the Group during the year are set out

below.

(a) By geographical segments

In presenting information on a geographical basis, revenue, segment assets and capital expenditure are based on the

geographical location of customers, or the location of the assets, as appropriate.

Year ended 31 December 2008

North America Asia Pacific Eliminations Consolidated
HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 692,249 94,748 – 786,997

Inter-segment sales – 3,019 (3,019) –

692,249 97,767 (3,019) 786,997

Results
Segment results 1,640 20,106 – 21,746

Impairment losses on intangible assets (27,206) (3,597) – (30,803)

(25,566) 16,509 – (9,057)

Finance costs    (667)

Other operating income and expenses    (19,736)

Loss before taxation    (29,460)

Taxation    (14,273)

Loss for the year    (43,733)

Inter-segment sales are charged at prevailing market prices.

Other information
Capital expenditures 11,203 2,489 – 13,692

Depreciation and amortisation 18,284 2,942 – 21,226

Significant non-cash expenses

(other than depreciation and amortisation) 2,051 280 – 2,331

Assets
Segment assets 158,016 149,108 (276) 306,848

Liabilities
Segment liabilities 109,890 16,813 (276) 126,427
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28. SEGMENTAL INFORMATION (continued)

(a) By geographical segments (continued)

Year ended 31 December 2007

North America Asia Pacific Eliminations Consolidated
HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 698,915 96,337 – 795,252

Inter-segment sales – 5,335 (5,335) –

698,915 101,672 (5,335) 795,252

Results
Segment results 27,295 27,657 – 54,952

Finance costs    (1,951)

Other operating income and expenses    (6,387)

Profit before taxation    46,614

Taxation    (2,394)

Profit for the year    44,220

Inter-segment sales are charged at prevailing market prices.

Other information
Capital expenditures 5,700 3,395 – 9,095

Depreciation and amortisation 14,688 2,420 – 17,108

Significant non-cash expenses

(other than depreciation and amortisation) 1,782 1,181 – 2,963

Assets
Segment assets 195,793 155,915 (2,383) 349,325

Liabilities
Segment liabilities 107,859 19,359 (2,383) 124,835
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28. SEGMENTAL INFORMATION (continued)

(b) By business segments

Year ended 31 December 2008

Tele-
communication

services Other Eliminations Consolidated
HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 786,462 535 – 786,997

Inter-segment sales – 40 (40) –

786,462 575 (40) 786,997

Results
Segment results 21,744 2 – 21,746

Impairment losses on intangible assets (30,803) – – (30,803)

(9,059) 2 – (9,057)

Finance costs    (667)

Other operating income and expenses    (19,736)

Loss before taxation    (29,460)

Taxation    (14,273)

Loss for the year    (43,733)

Inter-segment sales are charged at prevailing market prices.

Other information
Assets

– Business segments 211,316 292 (40) 211,568

– Unallocated assets    95,280

   306,848

Capital expenditures

– Business segments 13,641 – – 13,641

– Unallocated assets    51

   13,692
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28. SEGMENTAL INFORMATION (continued)

(b) By business segments (continued)

Year ended 31 December 2007

Tele-
communication

services Other Consolidated
HK$’000 HK$’000 HK$’000

Turnover
External sales 793,261 1,991 795,252

Results
Segment results 55,003 (51) 54,952

\

Finance costs   (1,951)

Other operating income and expenses   (6,387)

Profit before taxation   46,614

Taxation   (2,394)

Profit for the year   44,220

Other information
Assets

– Business segments 254,373 413 254,786

– Unallocated assets   94,539

  349,325

Capital expenditures

– Business segments 8,539 23 8,562

– Unallocated assets   533

  9,095
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Summary of Results, Assets and Liabilities of the Group

e-KONG GROUP LIMITEDe-KONG GROUP LIMITED

Results of the Group for the five years ended 31 December

2008 2007 2006 2005 2004

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

Turnover 786,997 795,252 702,810 422,590 402,654

(Loss) / Profit before taxation (29,460) 46,614 44,631 38,532 (132,976)

Taxation (charges) / credit (14,273) (2,394) (3,999) 8,544 1,369

(Loss) / Profit for the year (43,733) 44,220 40,632 47,076 (131,607)

HK cents HK cents HK cents HK cents HK cents

(Loss) / Earnings per share
Basic (8.3) 8.6 8.6 10.0 (28.0)

Diluted N / A N / A N / A N / A N / A

Assets and liabilities of the Group as at 31 December

2008 2007 2006 2005 2004

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

Non-current assets 25,424 73,937 79,642 23,025 12,179

Current assets 281,424 275,388 188,539 128,358 92,763

Total assets 306,848 349,325 268,181 151,383 104,942

Non-current liabilities 962 4,976 22,996 618 809

Current liabilities 125,465 119,859 113,068 59,693 60,510

Total liabilities 126,427 124,835 136,064 60,311 61,319

Net assets 180,421 224,490 132,117 91,072 43,623
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Shareholder Information

e-KONG GROUP LIMITED

Investor Relations

Enquiries may be directed to:

Investor Relations Team

e-Kong Group Limited

3705 Gloucester Tower

The Landmark

15 Queen’s Road Central

Hong Kong

Telephone: +852 2801 7188

Facsimile: +852 2801 7238

Email: ir@e-kong.net

American Depositary Receipt 
Programme

In May 2003, the Company launched its Level

1 American Depositary Receipt (ADR) Programme,

whereby the Company’s shares are now able to

be priced and quoted in US Dollars and traded

as American securities under the ticker symbol

“EKONY” in the United States.

For further information, please contact the

Depositary, The Bank of New York Mellon at BNY

Mellon Shareowner Services, P.O. Box 11258, Church

Street Station, New York, NY 10286-1258, USA

or through its website www.adrbny.com or toll-free

number 1-888-269-2377.

Corporate Communications

On 15 September 2003, the Company sent a letter

to the Shareholders to enable them to select, among

others, to receive all future corporate communications

of the Company in either the English language or

the Chinese language or both languages. This 2008

Annual Report, in either the English language or the

Chinese language or both languages, is being delivered

to each Shareholder in accordance with his / her

selection made or, if no selection has been made by the

Shareholder, the arrangement as set forth in the said

letter.

Annual General Meeting

The 2009 Annual General Meeting will be held

at The China Club, 13/F., The Old Bank of China

Building, Bank Street, Central, Hong Kong on

Tuesday, 19 May 2009 at 11:00 a.m. A notice of the

Annual General Meeting is published on both the

websites of Hong Kong Exchanges and Clearing

Limited and the Company on 16 April 2009, and a copy

thereof is printed on the Circular to the shareholders

of the Company (the “Shareholders”) dated 16 April

2009 and despatched to the Shareholders and other

recipients together with this 2008 Annual Report.

Shareholder Enquiries

Any enquiries relating to your shareholding,

for example transfers of shares, change of name or

address, or lost share certificates, should be sent to the

Registrars:

Share Registrar in Butterfield Fulcrum Group

Bermuda  (Bermuda) Limited

Rosebank Centre

11 Bermudiana Road

Pembroke

Bermuda

Branch Share Tricor Secretaries Limited

Registrar 26th Floor

in Hong Kong Tesbury Centre

 28 Queen’s Road East

Wanchai

Hong Kong

Any enquiries relating to your holding of the

Company’s ADRs should be sent to the Depositary,

The Bank of New York Mellon at BNY Mellon

Shareowner Services, P.O. Box 11258, Church Street

Station, New York, NY 10286-1258, USA.
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Shareholders may also obtain this 2008 Annual

Report in the language other than that he / she now

receives upon request to the Company’s Branch Share

Registrar in Hong Kong, Tricor Secretaries Limited

at 26th Floor, Tesbury Centre, 28 Queen’s Road East,

Wanchai, Hong Kong. For further enquiries, please

contact Tricor Secretaries Limited at telephone no.

2980 1766 or facsimile no. 2861 1465.

股東亦可向本公司之股份過戶登記處香港分
處卓佳秘書商務有限公司 (地址為香港灣仔皇后大
道東28號金鐘匯中心26樓) 索取此二零零八年年報
之另一語言文本。如欲查詢更多資料，請聯絡卓
佳秘書商務有限公司，電話號碼2980 1766或傳真
號碼2861 1465。

This 2008 Annual Report, in both the English

and Chinese languages and in accessible format, has

been made available on the Company’s website and

a soft copy thereof has been submitted to Hong Kong

Exchanges and Clearing Limited.

Shareholders may at any time choose to receive

corporate communicat ions in printed form or

electronically.

I n  o r d e r  t o  e l e c t  t o  r e c e i v e  c o r p o r a t e

communications of the Company in the English

language or the Chinese language or both languages,

or to receive electronic communications, or to revoke

or amend an instruction previously made, Shareholders

may complete, sign and return to the Company or

Tricor Secretaries Limited, the Company’s Branch

Share Registrar in Hong Kong, at 26th Floor, Tesbury

Centre, 28 Queen’s Road East, Wanchai, Hong Kong

a prescribed instruction slip by mail or by email to

ekong524-ecom@hk.tricorglobal.com, a copy of 

which is printed at the end of this 2008 Annual Report

and is available on the Company’s website (www.

e-kong.com).

Shareholders are encouraged to choose to receive corporate communications electronically, which 

will help reduce paper consumption and save printing and mail costs for the Company. As a token of 

appreciation of Shareholders’ support, Shareholders who complete, sign and return the instruction 

slip to the Company or its Branch Share Registrar in Hong Kong, Tricor Secretaries Limited, on or 

before 30 June 2009, opting for receiving corporate communications by electronic means, will each 

be entitled to HK$50 credit for IDD calls made with ZONE Hong Kong (www.zone1511.com). An 

email confirmation will be sent by ZONE Hong Kong to every entitled Shareholder’s email address 

registered for receipt of the corporate communications through electronic means on or about 31 July 

2009.
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INSTRUCTION SLIP
ON RECEIVING FUTURE CORPORATE COMMUNICATIONS

To: e-Kong Group Limited (the “Company”)
 c/o Tricor Secretaries Limited
  26th Floor
  Tesbury Centre
  28 Queen’s Road East
  Wanchai
  Hong Kong

Please tick only one box of this instruction slip

1. PRINTED FORM

(a) Full Financial Reports and other Corporate Communications (English, Chinese or both)

In future,

❒ I / We would like to receive the printed copies of Full Financial Reports and other Corporate Communications in

the English language only; OR

❒ I / We would like to receive the printed copies of Full Financial Reports and other Corporate Communications in

the Chinese language only; OR

❒ I / We would like to receive the printed copies of Full Financial Reports and other Corporate Communications in

both the English and Chinese languages.

(b) Summary Financial Reports and other Corporate Communications (English, Chinese or both)

In future,

❒ I / We would like to receive the printed copies of Summary Financial Reports (if available) and other Corporate

Communications in the English language only; OR

❒ I / We would like to receive the printed copies of Summary Financial Reports (if available) and other Corporate

Communications in the Chinese language only; OR

❒ I / We would like to receive the printed copies of Summary Financial Reports (if available) and other Corporate

Communications in both the English and Chinese languages.

2. ELECTRONIC MEANS

❒ In future, I / we would like to receive the Corporate Communications through electronic means in lieu of any or all of the

printed copies referred to in 1(a) and (b) above:

My / Our E-mail Address: 
(for notification of Corporate Communication release)

❒ I / We would like to change my / our E-mail Address as follows:

My / Our New E-mail Address:
(for notification of Corporate Communication release)

With effect from: 

Signature: Date: 

Name of Shareholder: 

Address:

Contact telephone number: 

Notes:

1. The above instruction wil l apply to all future Corporate Communications to be sent to Shareholders of the Company 
(“Shareholders”) until you notify the Company the otherwise by reasonable notice in writing.

2. All future Corporate Communications in both the English and Chinese languages will be available from the Company or 
Tricor Secretaries Limited, the Company’s branch share registrar in Hong Kong, upon request.

3. The Shareholders are entitled to change the choice of language of and means of receiving Corporate Communications at 
any time by completing, signing and returning this instruction slip to the Company or Tricor Secretaries Limited, the Company’s branch 
share registrar in Hong Kong, by mail or by email to ekong524-ecom@hk.tricorglobal.com.

4. A soft copy of this instruction slip is available on the Company’s website.
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