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 (Incorporated in the Cayman Islands with limited liability)

INTERIM RESULTS ANNOUNCEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2002

FINANCIAL HIGHLIGHTS

                                                               

 Six months ended 30 June

                                                

2002            
2001

                                                
(Unaudited)     
(Unaudited)     
Change +/(-)

                                                

HK$'million     
HK$'million

Turnover                                     
   1,311        
   1,345         
  (3)%

                                          
      —————      
—————

EBITDA# - telecom products business          
   122            
 97            
 26%

 - others                                     
  22            
  40             
 (45)%

                                          
      —————      
—————

                                              
  144           
  137    
         5%

                                           
     —————      
—————

Net profit before impairment of

 investments and goodwill                     
  49           
   40             
 22%

Impairment of investments and goodwill        
  (447)        
   -             
  N/A

                                           
     —————     
 —————

Profit/(loss) attributable to shareholders    
  (398)          
 40             
 N/A

Earnings/(loss) per share                     
  (94.3) cents   
 10.3 cents    
  N/A

Proposed interim dividend per share          
   1 cent          
-             
  N/A

CHAIRMAN'S LETTER

I am pleased to report that the Group achieved an EBITDA of HK$144 million for the period under review, representing a 5% increase as compared with the corresponding period in 2001.  Turnover slightly decreased by 3% to HK$1,311 million.  Based on the current orders on hand as well as our operating experience, we anticipate a promising revenue for the year due to the increasing numbers of orders in the second half of the year.

The telecom products business continued to perform well in the current period, recording an EBITDA of HK$122 million (last period: HK$97 million), up 26% from the last period.  The improvement of the business performance is due to the strong demand of our telecom products from the market, especially the 2.4GHz cordless phones, and the improvement in efficiency caused by our strong research and development capability and effective cost control.  EBITDA from other businesses, including the baby care business, the multimedia business and the corporate items, dropped to HK$22 million (last period: HK$40 million) as a result of the economic downturn of the US and Hong Kong.

Management continues to carry out extensive reviews of the Group's investments and non-core assets with a view to addressing under-performed investments.  During the period under review, provisions of HK$447 million have been made for the impairment of those hi-tech investments and non-core assets as well as the related goodwill which are under-performing, including the Group's investment in Team Work (see further information under the paragraph "Pending Litigations").  Without such provisions, there would be a profit of HK$49 million attributable to the shareholders for the period under review, representing an increase of 22% as compared with last period.

INTERIM DIVIDEND

The board of directors has declared an interim dividend for 2002 of HK$0.01 per share (30 June 2001: Nil) to be payable from the share premium account of the Company.  This signify the board's confidence in the future of the Group.  The interim dividend will be payable on 25 October 2002 to shareholders whose names appear on the register of members of the Company on 7 October 2002.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 4 October 2002 to 7 October 2002 (both days inclusive), during which period no transfer of shares will be registered.  In order to qualify for the interim dividend, all transfers, accompanied by the relevant share certificates, must be lodged with the branch share registrar and transfer office of the Company in Hong Kong, Tengis Limited at 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong, for registration not later than 4:00 p.m. on 3 October 2002.

OPERATIONAL REVIEW

Cordless Phone Business

Designing and manufacturing of original cordless phones continues to be the Group's core business, which represents over 80% of the Group's turnover during the six months under review.

Led by the CCT Telecom Product Group, our cordless phone and other telecom products (e.g. family radio system) business has marked significant achievements throughout recent years.  Particularly, following the launching of the GE branded 2.4 GHz cordless phones in the US market last year, we receive continuous encouraging response from the market, evidenced by the increasing numbers of production orders.

Management believes that efficiency is crucial to drive the success.  Last year, SAP was implemented in order to tackle the increasing numbers of production orders.  This year, to further enhance operational efficiencies, all procurement process of the cordless phone unit was automated as a result of the joint effort between GE GXS and our e-procurement team.  All these, the management considers, are indispensable factors leading to the success.

Electric Component Business

Major products of the Group's electric component business range from power supplies, lighting ballasts to transformers.  The business was injected into a listed company in which the Group holds 42% interest, namely CCT Technology Holdings Limited, in May this year.

Investing in and revitalising of a listed company

Wireless InterNetworks Limited ("WIN" and the name of which was changed to CCT Technology Holdings Limited after the Group's rescue, SEHK: 261) is another listed company in Hong Kong, which had been operating under extreme financial difficulties in the past years and the business of which was deteriorating, hence led to the appointment of receivers in early 2001.

In August 2001, the Company, together with an independent investor, has entered into restructuring agreements with WIN and the then receivers and the then bank creditors of WIN.  Upon completion of the restructuring agreements in May this year, the Group's electric component business was injected to WIN in accordance with the terms of the restructuring agreements.  The business of WIN was revitalised as soon as the injection of the electric component business and working capital by the Group, and almost all the bank debts were released and discharged under the terms of the restructuring agreements.  The name of Wireless InterNetworks Limited was changed to CCT Technology Holdings Limited effective from 22 May 2002.  CCT Technology Holdings Limited is now undergoing a group reorganisation, which involves an introduction of a new holding company (the "Newco") and an implementation of a scheme of arrangement under section 99 of the Companies Act 1981 of Bermuda (as amended).  The purpose of the reorganisation is to provide protection to Newco insulating any new assets or funds of Newco against the risk associated with any possible contingent liabilities to CCT Technology Holdings Limited and its subsidiaries which the current management are not aware of.

Through its 42% interest in CCT Technology Holdings Limited, the Group continues to enjoy the expansions and profitable growth of the electric component business.

Plastic Product Business

Another stream of the Group's business is the plastic product manufacturing.  Led by the CCT Industrial Group, the business unit is originally set up to produce plastic components for the vertical integration support of the Group's core business.  Over the years, the unit has developed its own solid customer base and is now ready for horizontal integration and expansion.

Early this year, the Group has acquired the baby care product business from its listed subsidiary, with an aim to provide synergy to the plastic component business and better utilise the facilities in plastic moulding for the manufacture of baby care products.

Mobile Phone Business

The Group's mobile phone business, cooperated with Haier Group - the largest household electrical appliance manufacturer in China, is operated through its listed subsidiary Haier-CCT Holdings Limited ("Haier-CCT", SEHK: 1169).

The mobile phone business commenced in early 2001.  With the management's prudent but decisive operating and marketing strategies, the business has been growing at a smooth and steady pace despite the economic downturn of the US and European markets last year.

Restructuring of the mobile phone business

Back in 2001, Haier-CCT underwent a restructuring by acquiring a mobile phone business jointly operated by Haier Group Company ("Haier") and our Group, thereby transforming the core business into a mobile phone manufacturing and distribution operation.  As we last reported, the first stage of the restructuring, which involved the injection of a Hong Kong joint venture engaging in the export of mobile phones and the sourcing of materials, was satisfactorily completed in December 2001.

The second stage of the restructuring, which shall involve the acquisition of a PRC joint venture ("PRC JV") that engages in the manufacture and domestic distribution of mobile phones, is originally scheduled to happen upon Haier-CCT's exercising its option to acquire from Haier and our Group the PRC JV during the period from 17 December 2002 to 17 December 2004.

We are pleased to report that pursuant to an acceleration agreement dated 8 August 2002, details of which have been announced on 15 August 2002, Haier and our Group have agreed to accelerate the transfer of part of our respective interest in the PRC JV into Haier-CCT.  Upon completion of the acceleration agreement, which is subject to certain conditions precedent including the approval by the independent shareholders at an extraordinary general meeting of the Company, Haier-CCT will effectively hold 64.5% of the PRC JV.  Both Haier-CCT and the Group believe that the acceleration will streamline the mobile operations as a whole and further improve the efficiencies and management controls of the Group.

After the acceleration, Haier-CCT continues to hold an option to acquire the remaining 35.5% interest in the PRC JV exercisable at any time from the date of completion of the acceleration agreement to 31 July 2004.  If the option is exercised in full, subject to regulatory requirements, Haier-CCT will then own a 100% interest in the PRC JV and that Haier will become the single largest shareholder of Haier-CCT.

Multimedia Production and Publishing Business

The multimedia production and publishing business, though not a major business of the Group but yet, continued to develop steadily.  The business unit focused on providing a wide range of one-stop multimedia production services to the clients.

Pending Litigations

The Company, through its wholly owned subsidiary, Noble Trend International Inc., has taken legal actions against Lau Tak Wah Andy ("Mr. Lau") since June 2002 in relation to alleged breaches under the shareholders agreement of Team Work Corporation Limited ("Team Work"), an associate of the Company.  In turn, Mr. Lau filed a suit against Topman Global Limited, a wholly owned subsidiary of Team Work, for the recovery of artist fees that are allegedly due to him from Topman Global Limited.  These legal actions are still pending and no court judgment has been obtained in respect of any of these legal actions as at the report date.

During the period under review, the Group has written off an impairment of goodwill in respect of the investment in Team Work to the profit and loss account, which had previously been charged against the reserves.

LAST DEVELOPMENT AND OUTLOOK

Our decision to refocus the Group's resources on our core manufacturing business is proved to be an absolutely right one.  The Group's cordless phone operation continues to be of great success and achievement, contributing to 81% of the Group's revenue for the six months under review.

We pride the Group as one of the leading global cordless phone manufacturers.  The market response of our 2.4 GHz cordless phones further evidences that we are the pioneer of such technology.  On 2 July 2002, the Group was awarded the "2001 Best Product of the Year Award" by ATLINKS, a joint venture of Alcatel and Thomson Multimedia and also a major customer of the Group, for designing and manufacturing the 2.4 GHz cordless phones distributed under the brand name of GE.

We believe in technologies.  The Group will continue to strengthen its research and development capabilities with a mission to lead the technology of tomorrow's world.  The Group is now adequately prepared and equipped to face the challenge of the new decade.

The Group is rich in cash with no net debt throughout the period under review and a cash balance of over HK$1 billion as at 30 June 2002, and hence is highly competitive under the current depressing economy.  This can be attributable to the out-performance of its core business, the prudent investment strategies, as well as the leadership of the sound management team.  All these factors contribute to the maximisation of returns to our shareholders.

UNAUDITED INTERIM RESULT

The Board of Directors of CCT Telecom Holdings Limited (the "Company") is pleased to announce that the unaudited consolidated results of the Company and its subsidiaries (the "Group") for the six months ended 30 June 2002 together with the comparative figures for the corresponding period in 2001 are as follows: -

Condensed Consolidated Profit and Loss Account

For the six months ended 30 June 2002

                                                                        
                                      Six months ended 30 June

                                                        

2002            
2001

                                                     

   (Unaudited)     
(Unaudited)

     


Notes
HK$'million     
HK$'million

Turnover   
2                               
 1,311           
1,345

Cost of sales                                        

   (1,110)     
    (1,195)

                                                    

    —————      
—————

Gross profit                                          

  201            
 150

Other revenue                                        

   61             
 138

Selling expenses                                      

  (21)          
  (14)

Administrative expenses                              

   (73)           
 (92)

Other operating expenses                               

 (24)          
  (45)

                                                   

     —————   
   —————

Profit from operating activities

 before depreciation, amortization

 and impairment of investments ("EBITDA"#)         

   144          
   137

Depreciation and amortization  
 3                     
  (79)          
  (70)

Unrealised holding losses on short term investments  

   (239)           
-

Impairment of long term investments                  

   (134)           
-

                                                  

      —————      
—————

PROFIT/(LOSS) FROM OPERATING ACTIVITIES  
 2            
 (308)           
67

Finance costs                                         

  (16)          
  (19)

Share of profits and losses of:

 Jointly-controlled entities                          

  6               
-

 Associates                                           

  (3)          
   (3)

Impairment of goodwill                                 

 (74)            
-

                                                    

    —————    
  —————

PROFIT/(LOSS) BEFORE TAX                              

  (395)          
 45

Tax 


  4
 (4)             
(4)

                                                   

     —————     
 —————

PROFIT/(LOSS) BEFORE MINORITY INTERESTS              
   (399)          
 41

Minority interests                                

      1               
(1)

                                                   

     —————     
 —————

NET PROFIT/(LOSS) FROM ORDINARY ACTIVITIES

 ATTRIBUTABLE TO SHAREHOLDERS                         
  (398)          
 40

PROPOSED INTERIM DIVIDEND   
5                          
 4               
-

EARNINGS/(LOSS) PER SHARE   
6

 - basic                                             

   (94.3) cents   
 10.3 cents

 - diluted                                          

    N/A            
 10.3 cents

PROPOSED INTERIM DIVIDEND PER SHARE  
 5             
    1 cent         
 -

Notes:

1.
ACCOUNTING POLICIES

The condensed consolidated interim financial statements have been prepared in accordance with Hong Kong Statement of Standard Accounting Practice No. 25 "Interim Financial Reporting" and the principal accounting policies and basis of preparation used in the preparation of the interim financial statements are as those used in the annual financial statements for the year ended 31 December 2001, except the following new/revised SSAPs.


- SSAP 1 (Revised):     "Presentation of Financial Statements"

- SSAP 11 (Revised):    "Foreign Currency Translation"

- SSAP 15 (Revised):    "Cash Flow Statements"

- SSAP 33:              "Discontinuing Operations"

- SSAP 34:              "Employee Benefits"
The adoption of the above SSAPs does not have a material effect on the Group's result in the current and prior periods.

2.
SEGMENT INFORMATION

The Group's operating businesses are structured and managed separately, according to the nature of their operations and the products and services they provide.  Each of the Group's business segments represents a strategic business unit that offers products and services which are subject to risks and returns that are different from those of other business segments.  Summary details of the business segments are as follows:


(a)
the telecom products segment engages in the manufacture and sale of telecommunications products, components and accessories;


(b)
the baby care product segment manufactures and sells of baby care products;


(c)
the multimedia segment provides multimedia content and services and publishes magazines; and


(d)
the corporate and other segment comprises the Group's trading of telecom network equipment and the provision of related consultancy services; together with corporate income and expenses items.

In determining the Group's geographical segments, revenues and results are attributed to the segments based on the location of the customers.


(a)
Business segments

The following tables present revenue and profit information regarding the Group's business segments for the period ended 30 June 2002 and 2001.



2002



Group

                                     
   Telecom       
 Baby care

Corporate

                                      
  products     
  products     
  Multimedia    
 and other      
Eliminations   
Consolidated




   HK$'million
HK$'million
HK$'million    
HK$'million   
 HK$'million    
HK$'million



Segment revenue:



 Sales to external customers        
    1,203      
    81           
  20           
  1            
  -              
1,305

                                     
   ————— 
    —————  
   ————— 
    ————— 
    —————   
  —————



Total revenue                        
   1,203        
  81           
  20           
  1          
    -              
1,305



Segment results                      
   68           
  1            
  (2)          
  (381)        
  -             
 (314)



Interest income                                                                                                    



6



Finance costs                                                                                                     



 (16)



Share of profits and losses of:



 Jointly-controlled entities                                                                                       



6



 Associates                                                                                                       



 (3)



Impairment of goodwill                                                                                             



(74)

                                                                                                                  





 —————



Loss before tax                                                                                                  



  (395)



Tax                                                                                                               




 (4)

                                                                                                                  





 —————



Loss before minority interests                                                                                   



  (399)



Minority interests                                                                                                



 1

                                                                                                                   





—————



Net loss from ordinary activities



 attributable to shareholders                                                                                    



  (398)



2001



Group

                                     
   Telecom       
 Baby care

Corporate

                                      
  products     
  products     
  Multimedia    
 and other      
Eliminations   
Consolidated




   HK$'million
HK$'million
HK$'million    
HK$'million   
 HK$'million    
HK$'million



Segment revenue:



 Sales to external customers         
   1,224        
 72          
  28          
  17          
  -             
 1,341

                                      
  —————   
 —————   
 —————  
  —————
    —————     
—————



Total revenue                        
   1,224        
 72            
28           
 17          
  -              
1,341



Segment results                      
   54          
  6            
 2          
   1           
  -              
63



Interest income                                                                                                



4



Finance costs                                                                                                 




 (19)



Share of profits and losses of:



 Jointly-controlled entities                                                                                   



-



 Associates                                                                                                   




 (3)



Impairment of goodwill                                                                                         



-

                                                                                                               





—————



Profit before tax                                                                                           




   45



Tax                                                                                                            




(4)

                                                                                                             





  —————



Profit before minority interests                                                                              



 41



Minority interests                                                                                            



 (1)

                                                                                                               





—————



Net profit from ordinary activities



 attributable to shareholders                                                                                  



40


(b)
Geographical segments


The following table presents revenue and results regarding the Group's geographical segments for the period ended 30 June 2002 and 30 June 2001.



2002



Group

                                
United States
   PRC,

                            
    of America     
 including HK
   Europe     
   Others      
  Eliminations   
Consolidated

                              
  HK$'million     
HK$'million    
HK$'million   
HK$'million   HK$'million    
HK$'million



Segment revenue:



 Sales to external customers
    843          
   125         
   164         
  173        
   -            
  1,305

                           
     —————    
  —————   
  —————  
  ————— 
   —————    
 —————



Total revenue                 
  843          
   125          
  164       
    173        
   -            
  1,305



Segment results             
    52            
  (385)       
   6        
     13        
    -           
   (314)



2001



Group

                                
United States
   PRC,

                            
    of America     
 including HK
   Europe     
   Others      
  Eliminations   
Consolidated

                              
  HK$'million     
HK$'million    
HK$'million   
HK$'million   HK$'million    
HK$'million



Segment revenue:



 Sales to external customers
    614           
  458           
  208         
    65            
  -             
  1,345

                            
    —————     
 —————    
  —————    
  —————     
 —————     
 —————



Total revenue                  
 614            
 458            
 208            
 65             
 -              
 1,345



Segment results               
  24             
 34           
   7               
2             
  -            
   67

3.
DEPRECIATION AND AMORTISATION

During the period, depreciation and amortisation of HK$79,000,000 (2001: HK$70,000,000) was charged in respect of the Group's fixed assets and intangible assets.

4.
TAX

                                                        
                                                               For the six months

                                                                       
                                                    ended 30 June

                                     
   2002          
  2001

                                     
   HK$'million     
HK$'million


Company and subsidiaries


Hong Kong profits tax - current        
 4               
2


 - deferred                             
-               
1

                                  
      —————     
 —————

                                        
4               
3

                                   
     —————     
 —————


Associates


Hong Kong profits tax - current        
 -               
1

                                    
    —————     
 —————


Tax charge for the period             
  4               
4

The Company is exempted from tax in the Cayman Islands until 2010.  Hong Kong profits tax has been provided at the rate of 16% (2001: 16%) on the estimated assessable profits arising in Hong Kong during the period.

Deferred tax is provided, using liability method, on all significant timing differences to the extent it is probable that the liability will crystallise in the foreseeable future.  A deferred tax asset is not recognised until its realisation is assured beyond reasonable doubt.

5.
DIVIDEND

The board of directors has declared an interim dividend for 2002 of HK$0.01 per share (30 June 2001: Nil) to be payable from the Company's share premium account.  The interim dividend will be payable on 25 October 2002 to shareholders whose names appear on the register of members of the Company on 7 October 2002.  The register of members of the Company will be closed from 4 October 2002 to 7 October 2002 (both days inclusive).

6.
EARNINGS/(LOSS) PER SHARE

The calculation of basic loss per share is based on the net loss attributable to shareholders for the period of approximately HK$398 million (30 June 2001: profit of HK$40 million), and the weighted average number of 422,105,230 (30 June 2001: 389,786,136) ordinary shares in issue during the period.

The weighted average number of ordinary shares in issue during the period has taken into account the rights share issue, the bonus share issue and the share consolidation in 2001.  Diluted loss per share amounts for the period ended 30 June 2002 has not been disclosed, as the outstanding warrants and convertible bond during the period had an anti-dilution effect on the basic loss per share for the period.

The calculation of diluted earnings per share for the period ended 30 June 2001 is based on the net profit attributable to shareholders for the period of HK$40 million.  The adjusted weighted average number of ordinary shares used in the calculation of diluted earnings per share is 389,849,486 which includes the weighted average number of 389,786,136 ordinary shares for that period, as used in the basic earnings per share calculation; the weighted average of 63,350 ordinary shares assumed to have been issued at no consideration on the deemed exercise of all share options during that period; and nil ordinary shares assumed to have been issued on the deemed exercise of all convertible bonds during that period.  The computation of diluted earnings per share in that period does not assume the conversion of the company's outstanding convertible bonds since their exercise would result in an increase in net profit per share.

7.
COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current period's presentation.

FINANCIAL REVIEW

Results Summary

EBITDA of the Group for the first six months ended 30 June 2002 was HK$144 million compared to HK$137 million in the corresponding period of the last financial year.  Turnover slightly decreased by 3% to HK$1,311 million.  Based on the current orders on hand as well as our operating experience, we anticipate a promising revenue for the year due to the increasing numbers of orders in the second half of the year.  Loss attributable to shareholders amounted to HK$398 million, caused by the impairment of investments and goodwill totaling HK$447 million.  Without the impairment provision, there would be a profit of HK$49 million (last period: profit of HK$40 million).

Analysis by Business Segment

The manufacturing and sale of telecom products remains to be the major core business of the Group.  This business segment contributed 92% (last period: 91%) of the Group's turnover for the current period.  The baby care products and the multimedia businesses contributed the remaining 8% of the turnover.

The telecom products business continued to perform well in the current period, recording an operating profit of HK$68 million (last period: HK$54 million), up 26% from the last period.  The improvement in profit is due to the strong demand of our telecom products from the market, especially the 2.4GHz cordless phones, and the improvement in efficiency caused by our strong research and development capability and effective cost control.

The operating profit from the baby care products business dropped to approximately HK$1 million (last period: HK$6 million) for the current period due to slowdown of economy in the US.  The multimedia business, facing the slowdown of Hong Kong economy and keen competition in Hong Kong multimedia industry, recorded a net operating loss of HK$2 million versus a net profit of HK$2 million for the last period.  We are making effort to increase their revenue and reduce the overhead of these business segments in order to improve their profitability.  The corporate items included impairment of investments of HK$373 million and unallocated head office overheads resulted in the Group's net operating loss of HK$314 million (last period: operating profit of HK$63 million).  Without the impairment provisions, there would be an operating profit of HK$59 million for the current period.  Taking into account the finance costs and share of results of associates and jointly-controlled entities and impairment of goodwill, the Group reported a net loss of HK$398 million for the current period (last period: profit of 40 million).

Analysis by Geographical Segment

Same as last year, North America continued to be the major market of the Group accounted for 65% (last period: 46%) of total turnover and contributed HK$52 million of operating profit (last period: HK$24 million) during the period.  The increase in turnover and operating profit was attributable to increase in sale of telecom products to the U.S.A.  Europe accounted for 13% (last period: 15%) and the PRC, including Hong Kong, accounted for 10% (last period: 34%) ranked the second and the third, respectively.  The loss of HK$385 million recorded for the PRC (including Hong Kong) was caused by the impairment of under-performed investments.

Liquidity and Financial Resources

The Group's financial position remains strong with no net debt, attributable to strong cash flow from the operation and the prudent investment strategy.  The Group had a cash balance of HK$1,098 million (31 December 2001: HK$1,137 million) placed in deposits, of which HK$129 million (31 December 2001: HK$180 million) was pledged for general banking facilities.  Outstanding bank loans at the period end date amounted to HK$313 million (31 December 2001: HK$363 million).  62% of these bank loans were arranged on a short-term basis for ordinary business and were repayable within one year and the remaining were of a long-term nature, which principally comprised of mortgage loans on properties used by the Group.

Certain of the Group's assets were financed by way of finance lease and the total outstanding finance lease payable at the period end date amounted to HK$7 million (31 December 2001: HK$9 million).

During the period, the Group redeemed HK$70 million worth of convertible bonds to reduce the total outstanding convertible bonds to HK$50 million at 30 June 2002 (31 December 2001: HK$120 million).  The repayment of convertible bonds reduces the interest cost of the Company.  The outstanding convertible bonds, with a conversion price at HK$4.233 per share, bear interest at the rate of 8% per annum and shall fall due in October 2002.

At the period end date, the maturity profile of the bank loans and other borrowings and convertible debt falling within one year, in the second to the fifth year and in the sixth to the tenth year amounted to HK$246 million, HK$89 million and HK$35 million respectively (31 December 2001: HK$285 million, HK$175 million and HK$32 million respectively).  There is no material effect of seasonality on the Group's borrowings requirements.

The Group had authorised and contracted capital commitments of approximately HK$73 million (31 December 2001: HK$18 million) at the period end date.  These commitments will be funded by internal resources.

The Group continues to maintain a low gearing ratio, calculated on the basis of the Group's total borrowings over total capital employed, at 14% at the period end date (31 December 2001: 16%).

Treasury Management

The Group adopts a conservative approach to cash management and risk controls.  To achieve better risk controls and efficient fund management, the Group's treasury activities are centralised.  Almost all of the Group's receipts and payments are in Hong Kong dollars and United States dollars.  Cash is generally placed in short term deposits denominated in either Hong Kong dollars or United States dollars.  At the period end date, the Group had outstanding borrowings denominated in Hong Kong dollars only.  Other than the fixed rate convertible bonds, the Group's borrowings are principally on a floating rate basis.  The Group does not have any significant foreign currency or interest rate risk.

Employees and Remuneration Policy

The total number of employees in the Group at 30 June 2002 was approximately 15,443.  Remuneration packages are normally reviewed annually.  Apart from salary payments, other staff benefits include provident fund, medical insurance and performance related bonus.  Share options may also be granted to eligible employees of the Group.  At the period end date, there were approximately 14 million (31 December 2001: 17 million) share options outstanding.

Pledge of Fixed Assets

At the period end date, certain of the Group's assets with net book value of HK$288 million (31 December 2001: HK$383 million) and time deposits of HK$129 million (31 December 2001: HK$180 million) were pledged to secure general banking facilities granted to the Group.

Significant Investments

The Group has adopted the policy of reviewing its investments and assets and related goodwill in order to assess whether there is any impairment in their carrying value.  Impairment provisions totaling HK$447 million were made in the current period against under-performed investments including goodwill on the investment in Team Work which has outstanding legal litigations.  The Group continues to focus on the original design manufacturing of its telecom products.  It has adopted a prudent investment strategy in line with its conservative approach of risk management.  During the period, only HK$68 million was invested for capital expenditure, which was mainly relating to the Group's core manufacturing business.

Contingent Liabilities

Apart from the corporate guarantees given to banks for general facilities utilised by subsidiaries of the Company amounted to HK$326 million (31 December 2001: HK$360 million), the Group did not have any other significant contingent liabilities at the period end date.

Acquisition and disposal of material subsidiaries and associates

During the period, there was no material acquisition and disposal of subsidiaries and associates.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any securities (whether on The Stock Exchange of Hong Kong Limited (the "Stock Exchange") or otherwise) of the Company during the six months ended 30 June 2002.

AUDIT COMMITTEE

The Audit Committee had reviewed with the management the accounting principles and practices adopted by the Group and discussed financial and accounting matters including the review of the unaudited condensed consolidated interim financial statements of the Group for the six months ended 30 June 2002.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

None of the directors of the Company is aware of information that would reasonably indicate that the Company is not, or was not for any part of the six months ended 30 June 2002, in compliance with the Code of Best Practice (the "Code") as set out in Appendix 14 to the Rules Governing the Listing of Securities on the Stock Exchange (the "Listing Rules") except that the independent non-executive directors of the Company are not appointed for a specific term as required by paragraph 7 of the Code, but are subject to retirement by rotation at annual general meeting in accordance with the articles of association of the Company.

PUBLICATION OF DETAILED INTERIM RESULTS ON THE WEBSITE OF THE STOCK EXCHANGE

A detailed unaudited interim results containing all the information required by paragraphs 46(1) to 46(6) of Appendix 16 to the Listing Rules will be subsequently published on the website of the Stock Exchange in due course.

By Order of the Board

Mak Shiu Tong Clement

Chairman

Hong Kong, 18 September 2002

#EBITDA represents earnings before interest, taxation, depreciation, amortization, impairments of investments, impairment of goodwill and the Group's share of results of associates and jointly-controlled entities.  While EBITDA is commonly used in the telecommunications industry worldwide as an indicator of operating performance, leverage and liquidity, it is not presented as a measure of operating performance in accordance with generally accepted accounting principles in Hong Kong and should not be considered as representing net cash flows from operating activities.  The computation of the Group's EBITDA may not be comparable to other similarly titled measures of other companies.

Please also refer to the published version of this announcement in the The Standard.
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