NOTES:

1.

Statement of compliance and accounting policies

The condensed consolidated interim financial statements have been prepared under
the historical cost convention.

The condensed consolidated interim financial statements have been prepared in
accordance with Hong Kong Statement of Standard Accounting Practice (“SSAP") 25,
“Interim Financial Reporting”, issued by the Hong Kong Society of Accountants
("HKSA").

The accounting policies adopted in the preparation of the condensed consolidated
interim financial statements are consistent with those used in the annual financial
statements for the year ended 31 December 2002 except that the Group has adopted
the revised SSAP 12 (“Income Taxes”) issued by the HKSA which is effective for
accounting periods commencing on or after 1 January 2003.

In the current period, the Group has adopted, for the first time, the revised SSAP 12.
The principal effect of the adoption of SSAP 12 (revised) is in relation to deferred tax.
In previous years, partial provision was made for deferred tax using the income
statement liability method in which a liability was recognized in respect of timing
differences arising, except where those timing differences were not expected to reverse
in the foreseeable future. SSAP 12 (revised) requires the adoption of a balance sheet
liability method, whereby deferred tax is recognized in respect of all temporary
differences between the carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of taxable
profit, with limited exceptions. In the absence of any specific transitional requirements
of SSAP 12 (revised), the new accounting policy has been applied retrospectively, but
the adoption of the standard has not had any material effect on the results for the
current or prior accounting periods.
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2.

Segment information

Geographical segments by location of customers are as follows:

United Kingdom
Other European countries
Asia Pacific

Unallocated income and expenses

Profit from operations
Finance costs

Profit from operations
after finance costs
Taxation

Profit after taxation
Minority interests

Net profit for the period
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For the six months ended 30 June

BEAA=THLAXEA

Turnover Results
R E4
2003 2002 2003 2002
—2F=F —BF-F —2F=F —2E=F
HK$'000 HK$'000 HK$'000 HK$'000
FiE T T o T T + o
269,884 175,949 22,333 18,888
242,858 71,908 20,485 6,699
62,593 31,234 3,744 2,722
575,335 279,091 46,562 28,309
(24,182) (16,587)
22,380 11,722
(2,569) (1,701)
19,811 10,021
(1,411) -
18,400 10,021
2) (10)
18,402 10,031

As all of the Group’s turnover and contribution to results were derived from the

design, manufacture and sale of telephones and related equipment, no separate

business segment analysis is presented for the Group.
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3.

Profit from operations

Profit from operations has been
arrived at after charging:

Product development expenditure
Less: Amount capitalised

Depreciation:
- assets owned by the Group
- assets under finance leases

Amortisation of intangible assets

and after crediting:

Interest income

Taxation

Current tax
Hong Kong
Overseas

Deferred tax
Hong Kong
Overseas
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Six months ended
30 June
2003 2002
BEAAZ=ZTHLEAEAAR

—EE=HF —EECHF
HK$'000 HK$'000

T oo T T
9,224 5,995
(7,326) (4,819)

1,898 1,176

513 540

57 56

5,550 3,080
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Six months ended

30 June
2003 2002
BEAA=1+AHLAKEAR
—BE=F —BE-F
HK$'000 HK$'000
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Hong Kong profits tax has been calculated at 17.5% (2002: 16%) on the estimated
assessable profits for the period. Taxation on overseas profits has been calculated on
the estimated assessable profits for the period at the rates of taxation prevailing in
the overseas countries in which the Group operates respectively.

Deferred tax has been provided for temporary differences between the carrying amount
of assets and liabilities in the financial statements and the corresponding tax base
used in the computation of taxable profits.

Earnings per share

The calculation of the basic and diluted earnings per share for the period is based on
the following data:

Earnings for the purposes of FA AT 4

basic earnings per share FEARL R 2 B
Weighted average number of i N - X533

ordinary shares for the purposes AR R 2

of basic earnings per share o3 S R ST 2

Effect of dilutive potential ordinary shares: 5 % Ji¥ 1% 7E fi 39 52 2%

Share options W JI
Weighted average number of FH DAREE A B R 2
ordinary shares for the purposes of - 9m % hn HE S 2 8

diluted earnings per share

The computation of diluted earnings per share for the current year does not assume
the exercise of the Company’s warrants as the exercise price of the warrants is higher
than the average market price of the Company’s shares.
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Six months ended

30 June
2003 2002
BZEAA=1+AHLAMAEAR
—22=F —22-F
HK$'000 HK$'000
Tl T it
18,402 10,031

268,494,512 268,367,288

3,241,949

271,736,461
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6.

Trade receivables, bills receivables, deposits and prepayments

Included in trade receivables, bills receivables, deposits and prepayments are trade
debtors of HK$53,207,000 and their ageing analysis is as follows:

0 - 30 days 0-30H
31 - 60 days 31-60H
Over 60 days 60H LI E

The Group allows an average credit period of 20 to 30 days to its trade customers.

Trade receivables with insurance coverage

0-30H
31-60H

0 - 30 days
31 - 60 days

Trade payables, deposits received and accrued charges

Included in trade payables, deposits received and accrued charges are trade payables

of HK$93,453,000 and their ageing analysis is as follows:

0 - 30 days 0-30H
31 - 60 days 31-60H
Over 60 days 60H L £
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30 June 31 December

2003 2002
—BB=f —®E=&
~A=t+A +=A=t+-H
HK$'000 HK$'000

Tl 0 Tl T
47,168 32,838

5,386 31,142

653 204

53,207 64,184

AL LR Y % R 1205 300 2 fF

B4 -
ERREWE SRR
30 June 31 December
2003 2002
—BE=F —BT=F
ARABE=+H +Z=ZHA=+-—8H
HK$'000 HK$'000
F i F il
56,092 31,845
13,122 9,963
69,214 41,808
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30 June 31 December

2003 2002

—EE=F —EEC-F

AA=+H +=A=+—H

HK$'000 HK$'000

F i oc F it

31,629 22,671

29,806 20,055

32,018 27,285

93,453 70,011




10.

Amount due to a jointly controlled entity

The amount due to a jointly controlled entity is unsecured, non-interest bearing

and not repayable within one year.

Obligations under finance leases

Amounts payable under ZEA TR B AE B A R
finance leases are ZHRIEHBEHETZ
repayable as follows: JE A 4 3E

Within one year — R

More than one year, A — 4R
but not exceeding two years H A 7 W 4

Within two to five years W B AR

Less: Future finance charges W A RLE A

Present value of lease obligations  FH 5 i 75 i {E

Less: Amount due within W — AR A K&
one year and shown under mE AfE T
current liabilities B 7R Z 3K IH

Amount due after one year — A 1% B 3 SR IE

The average lease term is 4 years (2002:4 years). For the period ended 30 June 2003,
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10. BMEHEB T 2EH

THE GROUP
rE
Minimum Present value of
lease payment minimum lease payments
BREHES BREHESEE
30 June 31 December 30 June 31 December
2003 2002 2003 2002
—E¥=F -¥F=-F C—BT=F C-TE=F
ARA=+H +t=ZA=+—H ARAB=+H t=ZHA=+—H
HK$'000 HK$'000 HK$'000 HK$'000
Tt Tt o T it oo Tt
416 276 364 253
109 37 89 29
222 4 220 3
747 317 673 285
(74) (32) - _
673 285 673 285
(364) (253)
309 32

RT3 2 DU 4F (TR AR PUAR) - R

the average effective borrowing rate was 13% (2002:13%). Interest rates are fixed at TEEFEZENAZTHIEEM  BEBZMEER

the contract date. All leases are on a fixed repayment basis and no arrangements have

been entered into for contingent rental payments.

The Group's obligations under finance leases are secured by the lessor’s charge over

the leased assets.
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11.

12.

Convertible notes

Balance at beginning of period/year
Repayment

Balance at end of period/year
Amount repayable within one year

Amount due after one year

Pursuant to the restructuring of the Group effected on September 1999, secured
convertible notes with an aggregate principal value of approximately HK$39,600,000

were issued by the Company.

On 10 March 2003, all the outstanding convertible notes with principal amount of
HK$15,640,000 were redeemed by the Company.

Share capital

AUTHORISED:
Ordinary shares at HK$0.1 each
at 1 January 2003

ISSUED AND FULLY PAID:
Balance at 1 January 2003,
ordinary shares at HK$0.1 each
Exercise of share options

Balance at 30 June 2003

11, ATBRKRER

30 June 31 December

2003 2002

—EBE=F —EBE-F

NA=+AH +=-—HA=+-—-8

HK$°000 HK$°000

T8 T T T

WA & 15,640 29,640
=K (15,640) (14,000)
WK A K & - 15,640
SRS — AR N R 2 3KOE - (15,640)

— AR BN 2 BK0A -

LELYE- 5

M o

12. B&

MRABEALEEA —ILIUIVEILH Az HH > A
IS A BT B 42 % 439,600,000k 76 2 B K

ATERFZEZAH > A AR AR
PR R 4 %H 15,640,000 7T i1 A< 2 R & OB

Number of shares Amount
K& B &8
HK$'000
T it T
FEE
WEE=ZF—-H—H>
BB H{EO. 13 JC 2 3 48 A% 2,500,000,000 250,000
O 1T MR
W oEFEZF—H—H#EH
AR (B 0.1 T 2 3 48 B 268,367,288 26,837
A {1 B e 1,337,500 133
W oEZEZFENA =T HER 269,704,788 26,970
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13.

14.

Contingent liabilities

Guarantees given to banks in respect of WMETE 2 SRATE &
bank facilities utilized by: mERATAE th Z 5 R

— MR 2
B 18 2% 2 2

- a jointly controlled entity
Bills of exchange discounted with recourse

Commitments

(@)  There were no material capital commitments as at 30 June 2003. (2002: Nil)

(b)  Commitments under operating leases

At 30 June 2003, the Group had commitments in respect of land and buildings
to make payments in the next twelve months under operating leases which

expire as follows:

—4EN
BRI (BEE R WA

Within one year
In the second to fifth year inclusive
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13.

14.

HREE

30 June 31 December

2003 2002
—EE=F —22=F
AA=+HE +t=ZA=t+-*H
HK$'000 HK$'000

F i F oo
74,582 74,861

49,509 39,398
124,901 114,259

A

(@) MOEEFZ=Z=%NA=1H> MEEKRE

(b)  HE#E A R

ATERZHEARAZTH  AEEET
B 4F ) 9 2 KB AR A o ZE it B M
FIRARKA M0 H RER 2R

30 June 31 December

2003 2002
—EE=F —EECF
ANA=+H +=ZH=+-—H
HK$'000 HK$'000

Tt oc T oo
289 655

467 442

756 1,097




15.

16.

17.

Pledge of assets

As at 30 June 2003, a bank deposit of HK$6,485,000 (2002: HK$1,574,000) was
pledged by the Group to secure credit facilities granted to the Group.

As at 30 June 2002, all of the Company’s assets and its entire equity interest in two
wholly-owned subsidiaries were pledged to secure the convertible notes issued by the
Company.

Related party disclosures

During the period ended 30 June 2003, the Group purchased finished goods of
HK$512,496,000 (2002: HK$237,341,000) from a jointly controlled entity. In addition,
as at 30 June 2003, certain of the jointly controlled entity bank borrowings amounting
to approximately HK$75 million (2002: HK$75 million) were guaranteed by the Group.

In the opinion of the directors, the transactions disclosed above were entered at terms
determined and agreed by the Group and the relevant parties.

Post balance sheet events

Pursuant to a placing agreement dated 13 August 2003 entered into between Suncorp
Partners Limited (“Suncorp Partners”), Mr Peter F Amour, Mr Malcom Paton, Mr
Leung Shek Kong and Mr Mak Chee Bun (collectively known as “Vendors”) and SBI
E2-Capital Securities Limited, the Vendors placed a total of 32,400,000 existing shares
to independent investors at a price of HK$0.96 per share. On the same day, the
Company and Suncorp Partners entered into a subscription agreement pursuant to
which SunCorp Partners has subscribed for 26,900,000 new shares at a price of
HK$0.96 per share on 22 August 2003.
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