Notes on the unaudited interim financial
report
(Expressed in Hong Kong dollars)

Basis of preparation

This interim financial report is unaudited, but has
been reviewed in accordance with Statement of
Auditing Standards 700 “Engagements to review
interim financial reports”, issued by the Hong
Kong Society of Accountants (“HKSA”) by KPMG,
except that they have not reviewed the
comparative information relating to the six months
ended 30 June 2000. KPMG'’s review report to
the board of directors is included on pages 31
and 32.

The interim financial report has been prepared in
accordance with the requirements of the Main
Board Listing Rules of The Stock Exchange of Hong
Kong Limited (“HKSE”), including compliance with
Statement of Standard Accounting Practice
(“SSAP”) 25 “Interim financial reporting” issued
by the HKSA, except that comparative figures for
the cash flow statement have not been prepared
as the Company has taken advantage of the
transitional provisions set out in the Main Board
Listing Rules.

The financial information relating to the financial
year ended 31 December 2000 included in the
interim financial report does not constitute the
Company’s statutory accounts for that financial
year but is derived from those accounts. Statutory
accounts for the year ended 31 December 2000
are available from the Company’s registered office.
The auditors have expressed an unqualified
opinion on those accounts in their report dated
23 April 2001.

The accounting policies and method of
computation used in the preparation of the interim
financial report are consistent with those used in
the annual accounts for the year ended 31
December 2000 except for the changes in
accounting policies as described in note 2 below.
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2. Changes in accounting policies 2. BERBRZEHN

(a) SSAP 30 “Business Combinations” (a) B EHERFI0KEFE G

Goodwill arising on consolidation represents
the excess of the Group’s share of the fair
value of the separable net assets of the
subsidiaries and associates at the respective
acquisition dates over the cost of investments
in these companies. In prior years, goodwill
arising on consolidation was taken to capital
reserve in the year in which it arose. With
effect from 1 January 2001, with the
introduction of SSAP 30 issued by the HKSA,
the Group adopted a new accounting policy
to recognise goodwill arising on consolidation
as an asset in the consolidated balance sheet
and to amortise it to the consolidated profit
and loss account on a straight-line basis over
its estimated useful life. On disposal of a
subsidiary or an associate, any attributable
amount of goodwill not previously amortised
through the consolidated profit and loss
account is included in the calculation of the
gain or loss on disposal. The Group has taken
advantage of the transitional provisions in
SSAP 30 which do not require restatement of
goodwill taken to reserve prior to 1 January
2001, and there is no financial effect to the
Group for the prior periods. If the Group
chooses to adopt SSAP 30 retrospectively,
goodwill of $9.9 million will be capitalised
as assets in the consolidated balance sheet as
at 30 June 2001 (31 December 2000: $10.7
million) and $0.8 million is amortised in the
consolidated profit and loss account for the
six months ended 30 June 2001 (2000: $6.7
million).
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2. Changes in accounting policies (continued) 2. ERtBRZEY (&)

(b) SSAP 31 “Impairment of assets” (b) EFERKEREIFEIEERE]

Under SSAP 31, the Group should assess at
each balance sheet date whether there is any
indication that an asset may be impaired. If
any such indication exists, the Group should
estimate the recoverable amount of the asset.
Recoverable amount is the higher of an asset’s
net selling price and its value in use.
Impairment losses should be recognised in the
profit and loss account. However, any
impairment arising on goodwill previously
written off against reserves may be treated as
a change in accounting policy in accordance
with SSAP 2 “Net profit or loss for the period,
fundamental errors and change in accounting
policies”. As a result of this change,
accumulated losses at 31 December 2000
were restated and increased by $12.2 million
representing an impairment loss on goodwill
written off to the prior year’s consolidated
profit and loss account.
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3. Segmental information

The analysis of the principal activities and
geographical locations of the operations of the
Company and its subsidiaries during the financial
period are as follows:

Group turnover

3. SEEHN

ARARREMBA AR BEBRA
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¢

Profit from ordinary
activities before taxation
Six months ended

Six months ended 30 June
30 June —BEBRHE
AEBEEEE it 7
BEAA=+HLAMEA BEAA=+HLEAHEA
2001 2000 2001 2000
—FF-% —ZTR —3%-f —TTETF
$7000 $7000 $7000 $°000
i i i i
Principal activities TEEH
Continuing operations: BEEL:
Sales of watches and HEEER
timepieces B & 31,715 29,087 8,735 7,006
Property investments MERE 2,380 3,170 (3,053) (1,508)
Other group income/ Ef &M@
(expenses) BA/ (BB) - - 3,110 (15,386)
34,095 32,257 8,792 (9,888)
Deficit on revaluation of &YX 2
investment properties EHE4 - - (2,300) -
Share of profits less losses P71k Bf & A @]
of associates s AR B 18 - - 412 (7,784)
o340 32257 6904 (17,672)
Discontinued/ B/
discontinuing BIERER:
operations:
Sales of goods BmiEE
- computer keyboards - BiagE R - 128,807 - (5,525)
- communication - AR
equipment - 26,772 - (4,515)
- 155,579 - (10,040)
Provision for trade JE W OR TR
receivables - - - (24,000)
Gain on disposal of & Bt
subsidiary NGILE - - - 55,697
__________ - JMssTy o 21,657
34,095 187,836 6,904 3,985
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3. Segmental information (continued)

Geographical locations of operations
Continuing operations:
People’s Republic of China (“PRC")

— Hong Kong
— Other parts of the PRC

Discontinued/discontinuing operations:

— Other parts of the PRC

4. Other revenue

Interest income
PRC value added tax exempted
Investment and other income

3. pEER (&)
Group turnover
AEEEEHE
Six months ended 30 June
BEANA=+HLAEAR
2001 2000
—EE-f& t X 255
$7000 $°000
T T
E¥BE
FRE R
REE AR
(TRE])
— B 1,812 3,717
— B R
H A3 [ 32,283 28,540
34,095 32,257
BRI R ET:
— B R
H b = - 155,579
34,095 187,836
4. Hiiplg A\
Six months ended 30 June
BEANA=+HLEAEA
2001 2000
e ht 2 355
$7000 $7000
T i ti
FLEWA 13,462 2,968
HREEERH R 2,916 3,152
BEREMBEA 2,922 1,059
19,300 7,179
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Gain on disposal of subsidiary

On 15 January 2000, the Group entered into a
sale and purchase agreement with an independent
party. The total consideration paid by the vendor
of RMB30 million ($28 million equivalent) was
satisfied by the issue of 168,104 shares at market
value of US$21.6 ($167.8 equivalent) for the 65%
of interest in China Everbright Telecom-Land
Network Limited. Upon the completion of this
transaction, the Group’s interest in the
communication equipment business was reduced
from 75% to 35%. The attributable amount of
such consideration to the Group is approximately
$17 million.

Profit from ordinary activities before taxation

Profit from ordinary activities before taxation is
arrived at after charging:

Interest on bank loans RITER
and overdrafts BEX2FE
Depreciation neE
Loss on disposal of investment HEREMEZ
properties BE
Provision for diminution in value BAZEFRE
of investment in equity securities HEEE
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Six months ended 30 June

BERAZ=+RHL~MEA

2001 2000
—BE-4 —EFEF
$7000 $7000

i i

2,476 714
3,496 11,043
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7. Taxation

7. BE

Six months ended 30 June

BERAZ=+RHL~MEA

2001 2000
ZEE-F —TTTHF
$7000 $7000
i F i
Provision for Hong Kong profits tax KEREE

for the period TS H R 37 224

Provision for income tax outside AEBRE (FBRIN)
Hong Kong in the PRC for the period ~ FT15Hi & & 919 882
956 1,106
Share of associates’ taxation PG 8 A R IE 374 404
1,330 1,510
The provision for Hong Kong profits tax is EENGRBEHUNRE_ZZ—FX

calculated at 16% (2000: 16%) of the estimated
assessable profits for the six months ended 30
June 2001. Taxation for PRC subsidiaries is
similarly charged at the appropriate current rates
of taxation ruling in the PRC.

In the opinion of the directors, the deficit arising
on revaluation of investment properties situated
in Hong Kong does not constitute a timing
difference for tax purposes. In addition, the
directors are of the opinion that the Group has
no intention to dispose of its investment properties
situated in the PRC in the foreseeable future.
Accordingly, no deferred taxation has been
provided on the revaluation deficit of these
property interests.

The Group had no significant unprovided deferred

taxation for the period or at the balance sheet
date.

-21 -

A=+ HIERE A B b5 ERE S

H16% (ZFETFTF:16%) B E&
”$IW%“ﬂszu¢aﬁﬁ
ERMERARRENH

ESAR ERURBEZREME
BEMESZBMERS LI TBK
FEMIN EERB/ARERERBNA
SERLERTURTEZEREY
FoE WES LS EEE 2 B
&5 At PR BB AE TR IR -

RABEAINEE A RNEE L&
fﬂﬂ?ﬁﬁé‘ﬁZ%ﬁfLﬁlﬁt’



8.

10.

Dividend

The directors do not recommend the payment of
an interim dividend for the six months ended 30
June 2001 (2000: Nil).

Basic earnings per share

The calculation of basic earnings per share is
based on the profit for the period of $5,551,000
(2000: $2,475,000) and the weighted average of
1,556,264,989 ordinary shares (2000:
1,544,363,526 shares) in issue during the period.

Diluted earnings per share is not shown as the
potential ordinary shares were anti-dilutive.

Fixed assets

Investment properties of the Group were revalued
at 30 June 2001 by the directors, who are not
qualified valuers, on an open market value basis.
A deficit of $2,300,000 arising on revaluation has
been charged to the consolidated profit and loss
account.
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11.

Interest in associates/investment securities

Cokin Limited, a former associate of the Group
and a company incorporated in the British Virgin
Islands, held approximately 20% interest in
Chevalier iTech Holdings Limited (“Chevalier”).
Apart from the investment in Chevalier, Cokin
Limited had no other business activities. Chevalier
is a company listed on the HKSE which is engaged
in the supply, installation and servicing of
computer equipment, telecommunication systems
and office automation system. Cokin Limited was
voluntarily wound up in March 2001 and the
Group’s attributable interest in Chevalier was
transferred to Everbright Creation International
Limited, a wholly owned subsidiary of the Group.
Following the transaction, the Group was unable
to exercise indirect significant influence over the
financial and operating decision of Chevalier.
Accordingly, the Group ceased to equity account
for the results of Chevalier and classified its
interest in Chevalier as investment securities
intended to be held on a continuing basis. The
Group’s share of net assets of Chevalier as at 31
March 2001 together with the related exchange
reserve written back were considered as the
deemed cost of the investment securities on that
date. Such investment securities are stated at cost
less any provisions for diminution in value which
are other than temporary in the consolidated
balance sheet.
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11. Interest in associates/investment securities

(continued)

Equity securities listed in Hong Kong
Market value

12. Other investments

At market value

Debt securities listed outside
Hong Kong

Equity securities listed outside
Hong Kong

M. B EARARE BREHS (H)

At At
30 June 31 December
2001 2000
R-FEFE—F RZEZTZTF
~A=+H +=-A=+—H
$7000 $°000
F F 1
REZLTHRANES 40,006 -
TiE 30,629 -
12. Hinig &
At At
30 June 31 December
2001 2000
R-ZFEFE—F RZEZTZTF
~AZ=+H +-A=+—8
$7000 $°000
TR i
BHE
B LS R
FmzERES - 92,563
REB LN E
EmZBRAEES 829 829
829 93,392
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13. Trade and other receivables 13.

Included in trade and other receivables are trade
debtors (net of specific provisions for bad and
doubtful debts) with the following ageing analysis:

Trade debtors JRE LT B 3R
— Current — 58
- 1 to 6 months overdue —@H1ZE6fEA
— More than 6 months —@mie@ AN L
overdue but less than BAOR12@A

12 months overdue

Amount receivable in respect BELERBRR

of the sale of a subsidiary 2 YR
Prepayments and deposits paid BEREMNRERES
Other receivables H i U 3R

Trade debts are due after 1 month from the date
of billings. Trade debtors with balances that are
more than 3 months overdue are requested to
settle all outstanding balances before any further
credit is granted.
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At At
30 June 31 December
2001 2000

RZEE—% R-ZTTTF
~A=+AH +-F=+—H

$7000 $°000
A i
6,706 4,458
856 138
350 942
7,912 5,538
66,666 75,692
6,675 11,356
1,880 2,599
83,133 95,185
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14. Cash and cash equivalents

Deposits with banks and other
financial institutions
Cash at bank and in hand

15. Trade and other payables

Trade creditors
Accrued expenses
Deposits received
Other payables

14 RERBEEEREY

At At
30 June 31 December
2001 2000
R-BE-&  R-2TTH
~AZ=+H +-A=+—8
$7000 $°000
T ti
EHRITREM
SREBEZER 217,042 193,106
ROTBEGFRRS 38,952 19,110
255,994 212,216
15, &1 0R 3% % L ftn & 1 3%
At At
30 June 31 December
2001 2000
RIFFE—& R-ZEZETF
~AZ=+H +-A=+—8
$7000 $°000
F F
JEE 1 1R 3R 8,842 6,195
i ER 4,139 2,812
BB 3R 5,875 5,919
H & 5K 10,873 10,845
29,729 25,771

All trade creditors are due within 3 months.
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16. Share capital

16.

At 30 June 2001
R-ZF5—-FxH=1H

B A&

At 31 December 2000

L

No.of shares Amount No.of shares Amount
Bi& A £8 Rih &R £
$7000 $°000
i i
Authorised: ZE:
Ordinary shares of FREE0.107T
$0.10 each L@k 2,000,000,000 200,000 2,000,000,000 200,000
Issued and fully paid: ERTREHME:
At 1 January ®—A—H 1,560,220,669 156,022 1,486,220,669 148,622
Shares (repurchased)/ g (Bm)/
issued BE#TRG (5,090,000) (509) 74,000,000 7,400
At 30 June/31December  RAA=1E/
+-A=+—H 1,555,130,669 155,513 1,560,220,669 156,022

During the period, the company repurchased its

own shares on the HKSE as follows:

Number
of shares
Month/year repurchased
£4/BAH BE
we B

January 2001
—ET-F—H 3,100,000

March 2001

—ET-F=H 1,990,000
5,090,000

Highest
price paid
per share
Xtz R

RERE

$
T

0.40
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Lowest
price paid
per share
XftzERi
RIEKRE

$

7T

0.39

0.40

Aggregate
price paid
xftz
BRAE
$°000
1

1,237

796

2,033



16.

Share capital (continued)

The repurchased shares were cancelled and
accordingly the issued share capital of the
Company was reduced by the nominal value of
these shares. Pursuant to section 37 of the
Companies Law (2001 Second Revision) of the
Cayman Islands, the premium paid on the
repurchase of the shares of $1,524,000 was
charged to the share premium account (note 18).

. Share option scheme

At January 2001, the Company had a share option
scheme in which the board of directors of the
Company may grant options to employees of the
Company and its subsidiaries, including directors,
to subscribe for shares in the Company. The share
option scheme was terminated on 25 May 2001
and replaced by a new share option scheme (“the
New Scheme”), details of which are the same as
the old one. The outstanding options of
18,000,000 at 25 May 2001 were cancelled upon
the termination of the old share option scheme.
The New Scheme will remain in force for a period
of ten years commencing on 25 May 2001. Under
the existing rules, the subscription price will be
the higher of 80% of the average of the closing
prices of the shares of the Company on the HKSE
on the five trading days immediately preceding
the date of grant of the option and the nominal
value of the shares. Each option gives the holder
the right to subscribe for one share. During the
period, no options were granted or exercised
under the share option scheme.

The HKSE has recently amended the rules that
the exercise price must be at least the higher of:

(i) the closing price of the securities as stated in
the HKSE’s daily quotations sheet on the date
of grant, which must be a business day; and

(ii) the average closing price of the securities as
stated in the HKSE’s daily quotations sheets
for the five business days immediately
preceding the date of grant.

The Company is considering to revise the rules of
the New Scheme in due course.
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18. Reserves

18. 14

Goodwill  Statutory
Share  arising on reserves  Exchange Accumulated
premium consolidation (note i) reserve losses Total
(T 1)
GRRER HE
RiiE Ex:HE RHEEE ERRE  RRER a5
§7000 $'000 §7000 §7000 $'000 §7000
i i i T i T
At 1 January 2001 RZZZ2-%
—A—H
- as previously stated -MH2R 681,643 (27,541) 1,785 (268)  (296916) 358,703
- prior year adjustment -LEERE - 12,241 - - (12,241) -
- as restated -ER 681,643 (15,300) 1,785 (268)  (309,157) 358,703
Purchase of own shares EAERNE
- premium paid -BEE (1,524) - - - - (1,524)
Exchange differences on BERENE
translation of accounts REREBREE
of PRC subsidiaries ZERER - - - 27 - 27
Share of exchange reserve  JEMREE R 7]
of an associate EXRGE - - - 16 - 16
Written back (note 11) BE (1) - - - 519 - 519
Profit for the period KEAREF - - - - 5,551 5,551
At 30 June 2001 R-FF-F
~A=TH 680,119 (15,300) 1,785 294 (303,6006) 363,292
(i) These are statutory reserves of PRC () WRPBEREBRATNAIESIRZ

subsidiaries which are non-distributable.

(ii) Included in the figure for the accumulated (i
losses is an amount of $39,302,000 (31
December 2000: $27,375,000) attributable
to associates.

(iii) The application of the share premium
account is governed by the Companies Law
(2001 Second Revision) of Cayman Islands.

EERBES

27,375,0007T) °

- 29 —

REBEEYEE—BEGHS
AREE A239,302,0005T (=
ZETHF+-_A=+—R:

(i) RO HRERZERNIHAEHRS
DNEVE(ZEE—FFE EFTM)
FIT AR BR



19. Material related party transactions

Transactions with and amounts paid to or received
from a controlling shareholder and its subsidiaries:

Rental paid for staff quarters
Rental income on investment
properties

20. Comparative figures

Certain comparative figures have been restated to
reflect the changes in accounting policies as set
out in note 2 in the interim financial report.

21. Approval of interim financial report

The interim financial report was approved by the

board on 14 September 2001.
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Six months ended 30 June

BEAA=Z+HL-<MEA

2000

—EETHF

$°000
T

360

1,080

2001

—_EE—f

$7000

F
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