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Florida Public Service Commission o
2540 Shumard Oak Blvd. -
Tallahassee, FL. 32399-0850

Re:  Application of CM Tel (USA) LLC for Authority to Provide Alternative
Local Exchange (“ALEC”) Service Within the State of Florida

Dear Ms. Bayo:

Transmitted herewith, on behalf of CM Tel (USA) LLC, are an original and
six (6) copies of its application for authority to provide Alternative Local Exchange
(“ALEC”) services within the State of Florida. Also enclosed is a $250 check in
payment of the filing fee.

Should you have any questions concerning this matter, please contact the
undersigned.

Respectfully submitted,

l W HOLLAND & KNIGHT LLP

AN

Eric Fishman
Counsel for CM Tel (USA) LLC
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** FLORIDA PUBLIC SERVICE COMMISSION **

DIVISION OF COMPETITIVE MARKETS AND ENFORCEMENT
CERTIFICATION

APPLICATION FORM
for
AUTHORITY TO PROVIDE
ALTERNATIVE LOCAL EXCHANGE SERVICE
WITHIN THE STATE OF FLORIDA

[

NN

Instructions

This form is used as an application for an original certificate and for approval of
the assignment or transfer of an existing certificate. In the case of an assignment
or transfer, the information provided shall be for the assignee or transferee (See
Page 12).

Print or type all responses to each item requested in the application and
appendices. If an item is not applicable, please explain why.

Use a separate sheet for each answer which will not fit the allotted space.

Once completed, submit the original and six (6) copies of this form along with a
non-refundable application fee of $250.00 to:

Florida Public Service Commission

Division of the Commission Clerk and Administrative Services
2540 Shumard Oak Bivd.

Tallahassee, Florida 32399-0850

(850) 413-6770

If you have questions about completing the form, contact:

Florida Public Service Commission

Division of Competitive Markets and Enforcement
Certification

2540 Shumard Oak Blvd.

Tallahassee, Florida 32399-0850

(850) 413-6600



APPLICATION
This is an application for [_] (check one):
(X) Original certificate (new company).

( ) Approval of transfer of existing certificate: Example, a non-certificated
company purchases an existing company and desires to retain the original
certificate of authority.

( ) Approval of assignment of existing certificate: Example, a certificated
company purchases an existing company and desires to retain the
certificate of authority of that company.

( ) Approval of transfer of control: Example, a company purchases 51% of
a certificated company. The Commission must approve the new '
controlling entity.

Name of company:
CMTel (USA)LLC
Name under which the applicant will do business (fictitious name, etc.):

CMTel (USA)LLC

Official mailing address (including street name & number, post office box,
city, state, zip code):

700 Wilshire Boulevard, 7" Floor, Los Angeles, California 90017




Florida address (including street name & number, post office box, city,
state, zip code):

c/o Corporation Service Company, 1201 Hays St.

Tallahassee, FL 32301

Structure of organization:

( ) Individual ( ) Corporation

( ) Foreign Corporation ( ) Foreign Partnership
() General Partnership ( ) Limited Partnership
(X) Other: Limited Liability Company

If individual, provide:

Name: N/A

Title:

Address:

City/State/Zip:

Telephone No.: Fax No.:

Internet E-Mail Address:

Internet Website Address:

If incorporated in Florida, provide proof of authority to operate in Florida:

(a) The Florida Secretary of State corporate registration number:

N/A




10.

11.

12.

13.

14.

If foreign corporation, provide proof of authority to operate in Florida:

(@) The Florida Secretary of State corporate registration number:

M03000001597 (see Exhibit D)

If using fictitious name-d/b/a, provide proof of compliance with fictitious
name statute (Chapter 865.09, FS) to operate in Florida:

(@)  The Florida Secretary of State fictitious name registration number:

N/A

If a limited liability partnership, provide proof of registration to operate in
Florida:

v

(a)  Florida Secretary of State registration number:

N/A

If a partnership, provide name, title and address of all partners and a copy
of the parthership agreement.

Name: N/A

Title:

Address:

City/State/Zip:

Telephone No.: Fax No.:

Internet E-Mail Address:

Internet Website Address:

If a foreign limited partnership, provide proof of compliance with the
foreign limited partnership statute (Chapter 620.169, FS), if applicable.

(a)  The Florida registration number: N/A

Provide F.E.l. Number(if applicable): 94-3337847




15.

16.

Indicate if any of the officers, directors, or any of the ten largest
stockholders have previously been:

(a)

adjudged bankrupt, mentally incompetent, or found guilty of any felony or
of any crime, or whether such actions may result from pending
proceedings. Provide explanation.

NONE

an officer, director, partner or stockholder in any other Florida certificated
telephone company. If yes, give name of company and relationship. If no
longer associated with company, give reason why not.

NONE

Who will serve as liaison to the Commission with regard to the following?

(@)

The application:

Name: Eric Fishman, Esq.

Title: Partner

Address: Holland & Knight LLP, 2099 Pennsylvania Avenue, NW, Suite 100
City/State/Zip: Washington, DC 20006

Telephone No.: (202) 828-1849 Fax No.: (202) 955-5564

Internet E-Mail Address: efishman@hklaw.com

Internet Website Address: www.hklaw.com

(b)

Official point of contact for the ongoing operations of the company:

Name: Roberto Leon

Title: _Technical Manager

Address: 700 Wilshire Bivd., Suite 700

City/State/Zip: Los Angeles, CA 90017

Telephone No.: 1-800-574-7521 Fax No.: 213-488-1491
Internet E-Mail Address: rob.leon@china-motion.com

Internet Website Address: www.china-motion.com




17.

()

Compilaints/Inquiries from customers:

Name: Same as (b) above

Title:
Address:
City/State/Zip:
Telephone No.: Fax No.:
Internet E-Mail Address:

Internet Website Address:

List the states in which the applicant:

(@)

()

(f)

has operated as an alternative local exchange company.
NONE

has applications pending to be certificated as an alternative local
exchange company.

California, Nevada, Washington, Texas, Michigan, Maryland, New
York, Hlinois, Arizona

is certificated to operate as an alternative local exchange company.
NONE

has been denied authority to operate as an alternative local exchange
company and the circumstances invoived.

NONE

has had regulatory penalties imposed for violations of telecommunications
statutes and the circumstances involved.

NONE

has been involved in civil court proceedings with an interexchange carrier,
local exchange company or other telecommunications entity, and the
circumstances involved.

NONE



18.  Submit the following:

A.

Managerial capability: give resumes of employees/officers of the company
that would indicate sufficient managerial experiences of each.

SEE EXHIBIT A

Technical capability: give resumes of employees/officers of the company
that would indicate sufficient technical experiences or indicate what
company has been contracted to conduct technical maintenance.

SEE EXHIBIT B
Financial capability.

The application should contain the applicant's audited financial
statements for the most recent 3 years. If the applicant does not have
audited financial statements, it shall so be stated.

The unaudited financial statements should be signed by the applicant's
chief executive officer and chief financial officer affirming that the financial
statements are true and correct and should include:

1. the balance sheet:

2. income statement: and

3. statement of retained earnings.
SEE EXHIBIT C

NOTE: This documentation may include, but is not limited to, financial statements, a
projected profit and loss statement, credit references, credit bureau reports, and
descriptions of business relationships with financial institutions.

Further, the following (which includes supporting documentation) should be
provided:

1.

written explanation that the applicant has sufficient financial capability to
provide the requested service in the geographic area proposed to be
served.

written explanation that the applicant has sufficient financial capability to
maintain the requested service.

written explanation that the applicant has sufficient financial capability to
meet its lease or ownership obligations.




THIS PAGE MUST BE COMPLETED AND SIGNED

APPLICANT ACKNOWLEDGMENT STATEMENT

1. REGULATORY ASSESSMENT FEE: | understand that all telephone companies
must pay a regulatory assessment fee in the amount of .15 of one percent of
gross operating revenue derived from intrastate business. Regardless of the
gross operating revenue of a company, a minimum annual assessment fee of
$50 is required.

2. APPLICATION FEE: | understand that a non-refundable application fee of
$250.00 must be submitted with the application.

UTILITY OFFICIAL:

Eric Fishman (/Q\L\‘/t{ﬁ%/z/(/\ﬂf\ ‘

Print Name Signature

Assistant Secretary ﬁ\/\/‘f ‘ ( O ,&f) Q")
Title U\a}e '
1-800-574-7521 202-955-5564
Telephone No. Fax No.

Address: c/o Holland & Knight LLP

2099 Pennsylvania Ave., NW, Suite 100

Washington, DC 20006




THIS PAGE MUST BE COMPLETED AND SIGNED

AFFIDAVIT

By my signature below, |, the undersigned officer, attest to the accuracy of
the information contained in this application and attached documents and
that the applicant has the technical expertise, managerial ability, and
financial capability to provide alternative local exchange company service
in the State of Florida. | have read the foregoing and declare that, to the
best of my knowledge and belief, the information is true and correct. |
attest that | have the authority to sign on behalf of my company and agree
to comply, now and in the future, with all applicable Commission rules and
orders.

Further, | am aware that, pursuant to Chapter 837.06, Florida Statutes,
"Whoever knowingly makes a false statement in writing with the intent to
mislead a public servant in the performance of his official duty shall be
guilty of a misdemeanor of the second degree, punishable as provided in
s. 775.082 and s. 775.083."

UTILITY OFFICIAL:

Eric Fishman f@,y aj/vu'\

Print Name Signature

ﬂ/) N A~ N/S
Assistant Secretary w2 [C QIO
Title Date '
202-828-1889 202-955-5564
Telephone No. Fax No.

Address: c/o Holland & Knight LLP

2099 Pennsylvania Ave., NW, Suite 100

Washington, DC 20006




INTRASTATE NETWORK (if available)
NOT AVAILABLE

Chapter 25-24.825 (5), Florida Administrative Code, requires the company to make
available to staff the alternative local exchange service areas only upon request.

1. POP: Addresses where located, and indicate if owned or leased.

1) 2)

N

2. SWITCHES: Address where located, by type of switch, and indicate if
owned or leased.

1) 2)

3. TRANSMISSION FACILITIES: POP-to-POP facilities by type of facilities
(microwave, fiber, copper, satellite, etc.) and indicate if owned or leased.

POP-to-POP OWNERSHIP




EXHIBIT A
Managerial Capability

(see attached)



CM TEL (USA) LLC

FLORIDA ALEC APPLICATION

EXHIBIT A

RESUMES OF MANAGEMENT

HAU TUNG YING
Manager and Chairman of the Board

Mr. Hau is a Manager and the Chairman of the Board of CM Tel (USA) LLC. Mr.
Hau is also Chairman of the Board and Co-CEO of China Motion International
Telecom Limited, a publicly traded company of which CM Tel (USA) LLC is a
wholly-owned indirect subsidiary. As Chairman of each company, Mr. Hau is
mainly responsible for strategic planning, corporate policies, and general oversight
of operations. Mr. Hau has more than twenty-five years of work experience in the
telecom industry, including over ten years in the Guangzhou Telecommunications
Bureau and, from 1985 to 1989, as the Director and General Manager of Shenda
Telephone Company Limited, a joint venture between Cable & Wireless plc and the
Shenzhen Municipal Government. Mr. Hau holds a Bachelor of Science degree in
Physics from Zhong Shan University.

HU TIEJUN
Manager, President & CEO

Mr. Hu is a Manager and the President and Chief Executive Officer of CM Tel
(USA) LLC. In that position, Mr. Hu is mainly responsible for oversight of
technical development and, together with Mr. Hau, for strategic planning, corporate
polices, and general oversight of operations. Mr. Hu has more than twenty years of
experience in computer systems and data communication networking. Mr. Hu holds
a Bachelor of Science degree in Physics from Zhong Shan University.

LI BIN
Chief Operating Officer

Mr. Li is the Chief Operation Officer of ChinaMotion NetCom Ltd. which is a
wholly-owned subsidiary of China Motion Telecom International Ltd (CMTI), a
Hong Kong-based telecommunications company dually listed in Singapore (CMTE)
and Hong Kong (989). He has over twelve years experience in telecommunication
industry. Riding on established international backbone networks, ChinaMotion
NetCom Ltd. is penetrating the international telecommunication markets through a
point of presence (“POP”) strategy. Business establishments have been set up in
various strategic locations such as Hong Kong, Taipei, Manila, Los Angeles and
Singapore. Mr. Li has held various senior management positions in CMTI since



1998. Prior to joining CMTI, he worked in China Telecom Guangdong Branch and
Hong Kong University of Science and Technology (HKUST).

Mr. Li graduated from Huazhong University of Science and Technology, China in
1991. He obtained his M. Phil. Degree in 1996 from the department of Electrical
and Electronic Engineering, HKUST and is expected to receive his Ph.D. from
HKUST in the near future. He has been a Member of IEEE since 1996, and has
published numerous telecommunications-related research papers for international
conferences and journals.

SEAN LUO
General Manager

Mr. Sean Luo is the General Manager of CM Tel (USA) LLC. In that position, he is
primarily responsible for managing the day-to-day operations of CM Tel (USA)

LLC. For nine years prior to that, Mr. Luo served as Deputy General Manager of
the Data division of China Telecom’s Guang Dong Branch, where his
responsibilities included operation and management. Mr. Luo holds a Bachelor of
Science degree in Electrical Engineering from China Southern Industrial University
and a Master of Science degree in Management Policy from the State University of
New York.

CHRISTOPHER J. LAURO
Sales and Marketing Manager

Mr. Lauro is the Sales and Marketing Manager of CM Tel (USA) LLC. In that
position, Mr. Lauro is responsible for planning, implementing and supervising sales
and marketing for CM Tel (USA) LLC. For two years prior to joining CM Tel (USA)
LLC, Mr. Lauro served as Director of Purchasing and Logistics and Director of
Marketing for China Motion Telecom International Limited, where his
responsibilities included management and oversight of marketing strategy, retail
product purchases, information technology management systems, and distribution
requirement planning. Mr. Lauro also served for three years as Business
Development Manager for Allied Pickfords International, Inc., the world's largest
transportation company specializing in the logistics and shipment of personal
household goods, where he managed the company's sales and marketing efforts.
Mr. Lauro also served as a department head in charge of sales for US China
Industrial Exchange Corp., a NASDAQ listed company (CHDX) engaged in
distribution of heavy industry and medical equipment to governmental agencies.
For three years prior to that, Mr. Lauro worked as a Sales Representative of Access
Medical Equipment Group, which specialized in the purchase and resale of used
diagnostic medical equipment. Mr. Lauro holds a Bachelor of Arts degree in
Philosophy from State University of New York at Binghamton, and a Certificate in
Chinese Language Studies from Fudan University.



JANE WU
Project Director

Ms. Jane Wu is the Project Director of CM Tel (USA) LLC. In that position, Ms. Wu
is responsible for planning and implementing business development initiatives for
CM Tel (USA) LLC. Prior to assuming this position, Ms. Wu spent six years in
engineering and development management positions with Apple Computer (Asia).
For the two years prior to that, Ms. Wu also served as Project Manager with
Multacom.com. Ms. Wu holds a Bachelor of Science degree in Electrical
Engineering from Beijing Industrial University, and a Masters of Business
Administration with an emphasis on Information Technology Management from
American HL University.

WONG KAWAI
Chief Financial Officer

Ms. Wong is the Chief Financial Officer of CM Tel (USA) LLC and its parent,
ChinaMotion NetCom Ltd., and is responsible for the overall supervision of the
companies’ finance and accounting functions. Ms. Wong holds a Bachelor of
Business Administration degree and is an associate member of the Hong Kong
Society of Accountants and fellow member of the Association of Chartered Certified
Accountants. She joined China Motion in 2000. Ms. Wong has over 8 years of
finance and accounting experience in various public accounting, advisory services
and listed companies.

ZHOU MIN
Secretary

Ms. Zhou is the Secretary of CM Tel (USA) LLC. Prior to her position as Secretary,
Ms. Zhou served as the Department Manager of CM Tel’s Financial and Accounting
division and as Senior Manager in the Finance Department of ChinaMotion
NetCom Ltd. In those capacities, she compiled finance policies for the entire
company and supervised the implementation of those policies. In addition, she
oversaw the preparation of the company’s annual fiscal budget and supervised the
implementation of the budget. Her other duties included analyzing financial
reports and business performance, reporting to the Board of Directors on various
financial matters, and advising and coordinating the financial activities of
ChinaMotion NetCom’s various subsidiaries. Ms. Zhou holds an MBA from Royal
Roads University in Canada and a B.D. in economics from China Sichuan
University.



ERIC FISHMAN
Assistant Secretary

Mr. Fishman is an Assistant Secretary for CM Tel (USA) LLC and also serves as
outside legal counsel for the company. A partner at Holland & Knight LLP in
Washington, Mr. Fishman practices telecommunications and general business law.
His concentrations within the field of telecommunications are in wireless
telecommunications, local exchange telephony, domestic and international long
distance service, Internet telephony and high technology.

Mr. Fishman's clients are engaged internationally and domestically in every major
sector of the telecommunications industry. They include local telephone companies,
domestic and international carriers (U.S. and foreign based), providers of wireless
services, Internet access and service providers, and equipment manufacturers. Mr.
Fishman also represents many non-telecommunications service providers, including
investment institutions and large commercial and residential real estate owners.
Mr. Fishman provides legal advice and representation on their behalf on matters of
corporation and general business law as well as state, federal, and international
issues of regulatory law governing telecommunications and information services.

Mr. Fishman began his legal career at the Federal Communications Commission as
an attorney advisor with the Office of General Counsel. During his tenure at the
FCC, he advised the Commission on broadcast, cellular, and common carrier
adjudicatory matters and represented the Commission before the U.S. Court of
Appeals.

Mr. Fishman is a member of the District of Columbia Bar, the New York and
Virginia Bars, and the Federal Communications Bar Association. In addition to his
career as an attorney, Mr. Fishman is an instructor at the John Hopkins University
School of Continuing Studies, where he teaches courses in Domestic and
International Telecommunications Policy and Regulation.

A frequent speaker at industry meetings and conferences, Mr. Fishman has
appeared on panels of the ASCENT and various other trade associations. Mr.
Fishman has also authored numerous articles on telecommunications law matters
for industry publications.

Mr. Fishman graduated with a B.A. degree in American history from the University
of Chicago and received his Juris Doctor from Columbia Law School. Mr. Fishman
also holds a doctorate in American history from Columbia University.



ADAM RITTER
Assistant Secretary

Mr. Ritter is a senior associate at Holland & Knight LLP in Los Angeles, California
and serves as an Assistant Secretary to CM Tel (USA) LLC. His main practice
areas are international business and corporate law, mergers and acquisitions,
corporate finance, high-tech and emerging growth company, and cross-border
transaction practices. Mr. Ritter serves both domestic and foreign clients, utilizing
his Spanish and Mandarin Chinese language capacities as appropriate. Mr. Ritter
represents overseas private and publicly held companies in connection with their
corporate and business activities in the United States. In addition, Mr. Ritter
makes time to serve as pro-bono General Counsel for the Asian Professional
Exchange, as a Board member and Co-Chair of the Pacific Rim Committee for the
Southern California Chinese Lawyers Association, and as Chairman of the Business
School Council of the Directors Roundtable. Mr. Ritter also recently served as Vice
President - Pacific Rim of the Asian Business League.

Mr. Ritter earned a BA degree from the University of California, Berkeley in 1988;
a Master's degree in Business Administration from the Anderson Graduate School
of Management of the University of California at Los Angeles in 1994; and a JD
degree from the University of California at Los Angeles School of Law in 1994
where he was active with the Pacific Basin Law Journal as a member and editor
1990-1991, 1992-1994.



EXHIBIT B
Technical Capability

(see attached)



CM TEL (USA) 1L1I.C
FLORIDA ALEC APPLICATION

EXHIBIT B

TECHNICAL CAPABILITY

ROBERTO M. LEON
Senior Technical Manager - Engineering

Mr. Roberto Leon is the Technical Manager of CM Tel (USA) LLC. In that position,
Mr. Leon is responsible for the day-to-day technical operations of the company,
including Network Operations, Provisioning and Infrastructure/Engineering. Prior
to joining CM Tel (USA) LLC, Mr. Leon was the National Director of Network
Planning/Engineering for Eureka Broadband, a nationwide Building Local
Exchange Carrier (BLEC). In this capacity, he designed and rolled out a
nationwide network in six metropolitan cities. Mr. Leon brings to CM Tel (USA)
LLC over twelve years of systems and network engineering experience. Mr. Leon
has held management and leadership positions with Fortune 500 companies such as
Motorola, SPS and Western Digital, as well as Senior Network Engineering
positions with Tier-1 Internet providers such as Epoch Internet. Mr. Leon holds a
Bachelor of Science degree in Advanced Computer Engineering from the University
of California at Irvine.

WAS1 #1184899 v1



EXHIBIT C
Financial Statements
(see attached)

In support of its financial qualifications, CM Tel (USA) LLC (“CM Tel") has
attached hereto a Letter of Guarantee from its parent company, China Motion Telecom
International Limited (“China Motion”). Also attached is the audited 2002 annual report
for China Motion and the unaudited interim report for China Motion for the six months
ended September 30, 2002. The next attachment is China Motion’s audited Condensed
Consolidated Profit and Loss Statement, Condensed Consolidated Balance Sheet, and
Condensed Consolidated Statement of Changes in Equity.

CM Tel (USA) LLC does not have audited financial information. However,
attached are copies of the Applicant’'s Balance Sheet as of March 2003 and March
2002, and Applicant’s Profit and Loss Statement as of March 2003 and March 2002.

The Applicant respectfully submits that the attached materials adequately
demonstrate CM Tel’s financial qualifications to provide telecommunications services.
To the extent that the format of the attached materials does not strictly comply with
Commission rules, CM Tel hereby requests a limited waiver of the Commission’s rules.
Should the Commission staff require the submission of further financial information, CM
Tel is willing to submit such other financial information as is available.

FORM PSC/CMU 8 (11/95)
Required by Commission Rule Nos. 25-24.805,
25-24.810, and 25-24.815 4



LETTER OF GUARANTEE

I, Hau Tung Ying, am Chairman of China Motion Telecom International Limited
("China Motion"), the parent company of CM Tel (USA) LLC ("CM Tel"). [ hereby
certify that China Motion shall fully and unconditionally guarantee the
operations of CM Tel for a period of two (2) years from the date of this letter of
guarantee. For this purpose, China Motion will provide CM Tel with the
resources necessary to support CM Tel's financial requirements and any other
business opportunities that may arise, and will provide CM Tel with any
funding CM Tel needs to pay CM Tel's debts when they fall due and to
otherwise finance CM Tel's operations. I further certify that I am authorized to
execute this Letter of Guarantee on behalf of China Motion.

Executed on the 30th day of May, 2003, at 15/F., Hang Seng Building, 77 Des
Voeux Road Central, Hong Kong.

©N

Name: Hau Tung Ying
Title: Chairman

The foregoing instrument was acknowledged before me this the 30th day
of May, 2003, by Hau Tung Ying on behalf of China Motion Telecom
International Limited.

KENNETH CHI LAM SIAO
otary Public, Hong Kong SAR
15th Floor, Hang Seng Building,
77 Des Voeux Road, Central,
Hong Kong,

N.B. The Notary Public is acting as

an attesting witness to the signature(s)

appearing hereon only. No advice has

been sought and given, and the attesting

"'otary Public accepts no responsibility
"3 contents of this document.
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Following its restructuring and resources consolidation, China

Motion is now poised to explore the golden opportunities unravelling

in the telecom bhusiness with focus on the development of cross-

border value-added services to broaden the market share.




Financial Highlights

Turnover (HK$ million) ~ ~ 722.0 '768.4 . 8912 - 863.6 = 78038

1,109.2 1,442.7

~ Net assets (HK$ million) 745.0 876.0 794.4 537.1 . - 5541

Note: (1) The financial information for the year ended 31 March 2002 has been prepared in accordarice with Statements of Standard
Accounting Practice issued by The Hong Kong Saciety of Accountants while the financial information of the preceding financial
years have been prepared in accordance with International Accounting Standards ("IAS"). There is no material impact to the

- Group's consolidated accounts as a result of the change in the adoption of accounting standards for the preparation of the
. accounts. Please refer to note 1{a) to the accounts for details. ’

(2) The financial information for the years ended 31 March 1998, 1999 and 2000 have not been adjusted for the effect arising from
the adoption of 1AS 38 and |AS 10 (revised 1999) which became effective for the financial year ended 31 March 2001 and onwards.

®



Turnover by Core Businesses




Group Structure

The following chart shows the principal subsidiaries and associated companies of the Group and their principal activities :
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Executive Directors
HAU Tung Ying (Chairman)
SHUI Ming Hua
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An Innovative High Value Added Telecom Services Provider

[ would like to present the result of China Motion Telecom International Limited {"China Motion" or ‘the Company'} and its subsidiaries
{collectively, “the Group") for the year ended 31 March 2002. In the year under review, performance of the Group improved following its
restructuring and focused efforts on the development of cross-border value-added telecom businesses. The Group's consolidated turnover for
the financial year under review was HK$721,988,000, representing a decrease of 6.0% over the previous year. The decrease was méinly
attributable to the continuous decline of paging subscribers and the reduced revenue from mobile related services, with part of the decrease
offset by higher turnover from the Group's IDD business.

The Group's gross profit for the year amounted to HK$344,238,000 with a gross margin of 47.7%, which approximates the previous
year's gross margin of 48.0%.

Loss attributable to shareholders for the year amounted to HK$130,963,000 and has significantly reduced by 38.3% over the previous
year. The loss was mainly attributable to the aggregate provision of HK$188,632,000 for the Group's properties and obsolete telecommunications
equipment in the first half year. Excluding the provision for properties and obsolete telecommunications equipment, the Group's operating
performance was profitable during both the first and second half years.

As there is a loss per share of 24,92 HK cents, the Board of Directors does not recommend the payment of a final dividend.

Seizing Opportunities with Well Defined Market Position

Basing on its well established foundation, the Group is now poised to explore the golden opportunities unraveling in the telecommunication
business. Since 1 June 2002, the Group has resolved to withdraw from its paging operations in Hong Kong and concentrate resources on
developing cross-border value-added telecom services. With the Group's operational experience in the telecom markets in China and Hong
Kong, and its established brand name and customer base, the Group is confident that it is in a good position to capture cross-border telecom
service opportunities.

With the formal accession of China to the World Trade Organization in December 2001, China is poised to speed up the opening of its
telecom market. One can envisage that the China telecom services market will develop in various directions. Telecom operators, local and

foreign, will aggressively tap the market and compete for market share and return.
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Since commencement of its restructuring in 2000, the Group has concentrated its efforts in becoming a value added service operator

and DD service provider in the Greater China region. The Group's management and staff are apprised of this corporate vision and are committed

to the following development strategies:

1. Development of current core businesses;
2. Launching of high value added telecom services according to market demands, with emphasis on cross-border features;

3. Development and maintenance of long-term mutually beneficial relationships with network operators and equipment manufacturers.

Sustained Development of Core Businesses

During the year, the Group restructured its businesses and discontinued non-profitable telecare and Internet operations. Besides, due to
the continuously shrinking paging market in Hong Kong, a major business decision was made to dispose of its paging operation which took
effect from 1 June 2002. Consequent to the restructure, the Group will allocate more resources to develop value-added IDD and mobile related
businesses with long-term growth potential.

DD business contributed a growing turnover and profit since its inception in early 2000 and wili remain a strong driver of the Group's
future business turnover.

In December 2001, the Group successfully obtained the Mobile Virtual Network Operator licence in Hong Kong, and the preparatory
work to launch mobile related services is in progress. It is expected that the mobile related services mainly focused on cross-border features

will be launched shortly.

Optimize Distribution Channels in Both Hong Kong and China
"CM Concept', the main retail and distribution channels of the Group, provides the link to distribute products and service our customers.
While keen market competition of mobile related products and services persists, "CM Concept” will continue to enhance its market coverage

and provide a wider range of value-added services and telecom products.



Prospects

Consolidate Resources, Maintain Alliances and be Innovative - China ffotion towards a New Era

Global telecom businesses, including China and Hong Kong markets, are moving in the direction of mobility, value addition and customisation.
The Group, staying in the forefront of market trend, has formulated commensurate strategies and measures to achieve a bigger market share
in the fast growing telecom markets. ’
Consolidation - In recent years, income from paging business accounted for a diminishing proportion of the Group's revenue. After disposal of
the paging business, the Group will consolidate its resources and facus on the development of high value-added new businesses, such as MVNO
and DD businesses.
Alliances - The Group has a good reputation in the China telecom market with profound understanding of the telecom markets in the region.
Following China's accession to the WTO and the gradual epening of China's telecom market, the Group can become an ideal partner to international
telecom companies and product manufacturers intending to enter the market.
Innovation - Amid ever-ncreasing telecom market competition, innovative services is the key in becoming a successful virtual network operator.
The Group wil develop relationship with other operators on a mutually beneficial and non-competitive basis to provide them with an ideal sales
platform.

Looking ahead, the Group believes that as the telecom market of China becomes more relaxed, more value-added services are required
by the customers, inciuding a corresponding growth in cross-border telecom services.

Finally, | would like to take this opportunity to thank our members of staff for their hard work and dedication in the past year and our
shareholders for their support to the Company. The success of China Motion depends on your continuous support. Going forward, the management

of the Group will use their best endeavors to achieve better results for all. &

Hau Tung Ying
Chairman

22 July 2002
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Market QOverview

The aftermath of the global telecom bubble of 2001 is many unsolved aftereffects: the notable ones are the questionable profitability of
3G mobile phone businesses; high debt level telecom companies; short technology cycles and sluggish demand for telecom services. The
poor results announced by some major telecom companies in the first haif of 2002 evinced the challenging operating environment of the telecom
industry. There is no sign of improvement in sight. Investors are pessimistic about the earning potential of telecom companies, rendering\'the
prices of most telecom companies shares under pressure.

During last year, cutthroat competition amongst mobile network operators in Hong Kong abated. Operators were beginning to be aware
of the fact that shortterm price competition would result in long-term losses; they resorted to the generation of more revenue from each customer
by providing value-added services. It is beyond expectation that the official granting of 3G mobile phone operator licenses in Hong Kong has
not led to the tide of acquisition and merger in the market as anticipated.

The boom of mobile phone market caused the paging market in Hong Kong to
continue to decline. The information released by the Office of Telecommunications
Authority of Hong Kong showed that over the past year the number of paging subscribers
in Hong Kong dropped at an average rate of 2.3% per month. The consensus of the
telecom industry is that the paging industry will continue to wither in the foreseeable

future until the number of paging subscribers drops to a much lower level.

Amidst the uncertain operating environment, the telecom market in China keeps 7 |

mushrooming. Low penefration rate, high growth rate and large operating scale in the g5 The Group entered intc; MOU agreement with Ericsson
to join forces in developing MVNO business

China telecom market compares favorably with other developed regions. These are
also the major factors attracting the attention of the global investors. However, despite China's formal accession to the WTO and the promise
to gradually open up its domestic telecom market to foreign investors, no substantial progress for foreign investment into the China telecom
market has materialized due to the delay in the formulation of relevant laws and regulations.

During the year, the China telecom market maintains its high growth rate. By the end of 2001, domestic mobile phone subscribers numbered
189 miltion, an increase of 31% over the previous year, while fixed line subscribers increased to 207 million, up 16% over the previous year.

As for revenue growth, mobile related services again out-performed fixed line communication services, with a growth rate of 14% and 9%

respectively during the year.
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Driven by the measures taken by the Ministry of Information Industry of China to further enhance -
competition in the domestic telecom industry, the China Telecom Group, the only fixed line operator in China,
was finally split into two, marking the opening of the domestic telecom market and the intensification of
competition.

In recent years, as major network operators in China become aware of the importance of gaining market share, they gradually ta.i(e
marketing measures to secure customer base through cooperation with third party value-added service providers, As one of the most experienced
providers of mobile related services and value-added services in China, China Motion is in a good position over other competitors in securing

relevant business opportunities.

Business Review

During the year, the sluggish global economy showed no sign of significant improvement, Although there was evidence of economic
data improvements in the United States, it served only as shortterm stimulation of the economy of Hong Kong. High unemployment rate and
ongoing economic transformation had adversely affected the local market, with the telecom businesses being one of the hard-hit sectors.

In view of the market changes, the Group restructured its businesses and discontinued non-profitable telecare and Internet operations.
Besides, given the contindous decline of the paging market of Hong Kong, and the fact that China Motion Telecom Holdings Limited (‘CMTH"),
a strategic partner of the Group in China, has disposed of its domestic paging business earlier this year, the Group made a major business
decision to dispose of its paging operation which took effect from 1 June 2002. The Group will
allocate mare resources for the development of value-added telecom business with long-term growth
potential. At the end of 2001, the Group successfully obtained the mobile virtual network operator
ficence, and the preparation to launch this new business is at full speed, with new services expected to

be launched formally in the third quarter of the year.

Among existing businesses, IDD business, which commenced operation in 2000, showed remarkable

B Mr Anthony S K WONG, Director-General of
OFTA, visit to China Motion’s exhibition booth in
early March, as accompanied by Mr Hau Tung-
ying, the Group's Chairman

performance and has become a major revenue contributor for the Group, with turnover surging from
HKS$16,129,000 in the first year of operation to HK$229,515,000 for the year, representing a 13

times increase and comprised 31.8% of the Group's total turnover, However, the growth was offset by

the decrease in turnover from mobile related services and paging business. Accordingly, the Group recorded a slight decrease in turnover

for the year, down 6.0% to HKS 721,988,000
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Due to the poor economic sentiment and property market, the Group decided, as a prudent step, to make a one-off provision of

HK$106,842,000 for impairment and revaluation deficit on properties, and a provision of HK$81,790,000 for obsolete telecom equipment
and other fixed assets in the first half of the year. The Group believes that these provisions will more truly reflect the operational position of
the overall business. To cope with the needs of its core businesses (DD and mobile related services), the Group has also completed restructuring

its management and operation resources respectively.

Performance of Core Businesses
IDD Business

As China inbound traffic continue to expand coupled with excellent strategies and cooperative partners,
IDD operation continued to show strong growth and became the Group's major growth contributor. During the
year, IDD charges continue to decline while the call traffic volume recorded a significant growth. By the end of
March 2002, the Group's DD voice traffic exceeded 70 million minutes per month, with the volume growth
trend continues.

Apart from the increasing usage volume stimulated by the reducing tariff, the Group's geographical

network coverage of IDD business also continues its expansion. Besides Mainland China, Hong Kong and

North Ametrica, newly opened regions for services included Singapore and South Korea. During the year, -
MW

turnover from the Group's IDD operation was HK$229,515,000, representing a remarkable growth of Wﬁ]’{‘;zzlm‘tf;aé;‘;”soﬁgng‘“f""“a"f’”
133.7% over the previous year.

To further enhance the quality and efficiency of the Group's voice services to cope with the increasing traffic, the Group announced on
16 May 2002 the installation of Nortel Networks' DMS global service platform and related facilities, including Passport* 7480 ATM multifunction
switcher.

Beside wholesale voice operations, the Group also launched its DD product for retail consumers during the year. On 20 May 2002 at the
eve of the 2002 FIFA World Cup Korea Japan, the Group announced the introduction of phone cards for roaming services across the China
(Hong Kong)Japan-Korea region in partnership with China Telecom. Due to its unique design and the World Cup effect, the product enjoyed
overwhelming market response upon its launch to the market. Given the success, the Group plans to continue to introduce more IDD products

for end-users in the foreseeable future in order to explore new revenue sources.
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obile Related Services
Turnover from mobile related services was HKS 131,070,000 during the year, representing a decrease
of 28.9% as compared with the previous year. The decrease was mainly due to the decline in service

revenue resulting from the drop of average revenue per user, which is common with the

market trend.
In December 2001, the Group successfully obtained the Mobile Virtual Network Operator licence in Hong Kong. The Group expects to

launch the new services shortly to attract new sources of revenue. The gradual opening up of China's telecom market is only a matter

of time with mobile related services being a new business opportunity for the Group. The Group, together with its strategic partner
CMTH, is exploring to participate in mobile related operations in other provinces outside Guangdong. The Group sees an opportunity
to become a value-added service supplier in the mobile related business in the Greater China region with cross-border services

as its main driver of business.

Distributions and Retail Chain
Despite a poor market sentiment, consumers' desire to purchase and replace mobile phones was not much affected. More mobile
service subscribers tended to transfer to other service providers upon expiry of original contracts for better terms. The introduction of more
varieties of stylish mobile phone products and accessories, together with the introduction of new products such as prepaid phone cards also
contributed to an increase in the revenue for the Group's retail shops. As a result, sales for the year from the Group's distributions and retail
chain increased by 12.2% to HK$165,336,000.

The turnover of repair services for mobile phones and pagers declined by 58.0% to HK$19,376,000 in line with the consumers' demand.

Unified Messaging Services

As the demand for paging services in Hong Kong continues to shrink, the Group made a series of positive
adjustments to consolidate resources and transform its businesses. Paging business is no longer the core business
of the Group, and the corresponding income is declining. The performance of the Group's paging operations continue
to deteriorate and recorded a turnover of HK$136,901,000, representing a decrease of 28.1%, Nevertheless, the

paging operations remained profitable for the year despite the continuous drop in turnover and subscribers.
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In the circumstances, the Group finally resolved to dispose of its paging business in Hong Kong which took effect from 1 June 2002.

Discontinued Operations
During the year, telecare service recorded a turnover of HK$4,053,000, a decrease of 68.3% over the previous year, while turnover
»

from Internet and e-commerce operations was HKS$1,429,000, a decrease of 94.9% over the previous year. These two operations were

discontinued and disposed of by the Group with effect from December 2001.

Long-Term Investment

The Group's long-term investment of HK$247,733,000 in mobile services related project in Guangdong as at 31 March 2002 had been
contributing stable revenue and profits to the Group in the past five years. It is anticipated that no additional funding is required for this investment
which will continue to make contributions in future turnover and profits.

New investments of HK$80,159,000 in VoiP project in China was made during the year.
It is anticipated that this project will make contributions in the fong term as China's telecom

market opens. The funds required for the initial phase will be provided from the Group's

existing resources and internally generated cash flows. Further investments with greater

geographical coverage will depend on the pace of relaxation of telecom rules in China.

Prospects

China's official accession to the WTO announced in December 2001 marks a new era for the development of the telecom industry in the
PRC. Based on the Group's solid background and profound understanding of the China's domestic telecom industry, together with the close
strategic relationship with CMTH and other major PRC network operators, the Group will explore the opportunities available to it to develop
China's domestic telecom business. The Group wiil play an active role to bridge China and foreign parties in investment, technological and
marketing aspects.

Meanwhile, building on its current foundation, the Group will enlarge its market share, improve the profit margin and operational efficiency
and strengthen its business development efforts. The Group will also explore new distribution channels and develop more innovative value-

added services and leverage on its strategic partnerships to increase the benefits for its customers, employees and shareholders.
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For the Group's IDD business, the reduction in tariff in recent years has stimulated a significant growth in IDD call
volume. However, this growth in volume has been partially offset by the decline in charges. To maintain growth in revenue
and market share, the Group is actively expanding its network coverage from Greater China to other Asian countries,
North America and Europe. It is expected that the Group's DD call volume will continue to grow.

For the mobile related business, the Group plans to Jaunch mobile services in the third quarter of 2002, following

its obtaining of the Mobile Virtual Network Operator licence at the end of 2001. China Motion will leverage its experience

in cross-border services to provide mobile services to its customers.

Meanwhile, the cut-throat price war in the Hong Kong mobile telecom market has come to an end after network operators recorded
losses. Recently, most major network operators have increased the basic voice services fees and charge their customers for various new
fees. It is expected that this will help stabilize the Hong Kong mobile telecom market while providing a different start-up environment for the
Group's mobile virtual network operations to be launched.

Itis expected that the number of China mobile phone subscribers will maintain steady growth in the coming year, while average income
from each subscriber will continue to decline, However, the relatively lower penetration rate in the mobile telecom
service market in China and the intensifying competition among 'eading operators will provide growth space for
value-added telecom operators, including China Motion. The Group is actively identifying new opportunities in the
domestic mobile telecom projects in different provinces in China and will participate in such projects subject to
relevant domestic regulations. The management believes that there are opportunities available to the Group
based on its past experiences in investment, technological and sales aspects in China's mobile telecom market.

As for distributions and retail chain, consumers' desire to purchase and to replace mobile phones was not
much affected by the sluggish economy and mobile service subscribers tend to change their service providers
frequently. Such phenomenon is expected to continue. With the advent of more mobile virtual network operators,
it is expected that more innovative value-added services will be faunched. Shorter life cycle of such new products
will stimulate the consumers' interest for more new products and services, It is expected that these factors will benefit the business of the

CM Concept retail chain.
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Financial Position

The Group adopts prudent and stable financial strategy. The management aims at deploying the Group's resources effectively and practically
to achieve the best use of funds. As at 31 March 2002, cash and bank balances of the Group amounted to HK$118,159,000. Total bank
borrowings were HKS127,157,000, out of which HK$123,595,000 was denominated in Hong Kong dollars while HK$3,562,000 was denominaged
in US dolars. The bank loans are repayable by monthly instalments and the maturity date for the last instalment is August 2013. As at 31
March 2002, the total borrowings as a percentage of shareholders' funds were maintained at healthy gearing ratio of 17% which is similar to
last year's level.

During the year, the Group financed its operation with internally generated cash flows, banking facilities and the proceeds from two corporate
fund raising activities in the financial year ended 31 March 2001. Net proceeds from those fund raising activities was HK$303,000,000, most
of which was utilized as proposed, while the balance of HK$54,309,000 will be used in the coming financial years in the acquisition of other
telecom equipment and for enhancement of network quality as planned.

As at 31 March 2002, the Group had aggregate banking facilities of approximately HK$93,000,000, of which HK$12,000,000 was utilized.
Cash and bank balances together with unutilized banking facilities at the balance sheet date is sufficient for the Group to discharge its debts

and to fund its operational expenditures.

Exposures to Fluctuations in Exchange Rates

The Group has exposure to the fluctuations in Renminbi and United States dollars as certain expenses payable and trade receivables

from customers are settled in these currencies respectively.

Staff and Remuneration Policies

As at 31 March 2002, the Group employed a warkforce of approximately 605. Total staff costs incurred during the year was HK$148,704,000,
representing a decrease of 22.7% over the previous year. The Group's remuneration policy has been in line with the prevailing market practice
including discretionary bonus and remunerates its employees based on their performance and contribution.

In addition to remuneration, the Group offers a welfare package to its employees, including provident fund, medical insurance, travel and personal

accident insurance coverage. The Group also grants share options to directors and certain employees of the Group for retention and motivation. &
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Executive Director

HAU Tung Ying (Chairman)

HAU Tung Ying, aged 48, is the founder, Chairman and Co-CEQ of the Group. He is currently the Chairman of Internet
and Telecom Association of Hong Kong. As the Chairman, he is mainly responsible for strategic planning and corporate
policies as well as overseeing the Group's operations. Mr. Hau comes with more than 25 years of working experience_»in
the telecom industry, including over 10 years in Guangzhou Telecommunications Bureau and, from 1985 to 1989, as the
Director and General Manager of Shenda Telephone Company Limited, a joint venture between Cable & Wireless Plc and

Shenzhen Municipal Government. Mr. Hau graduated from Zhong Shan University with a Bachelor's degree in Physics.

AT

SHUI Ming Hua

SHUI Ming Hua, aged 63, is the Executive Director of the Company. Mr. Shui has over 30 years of experience in accounting,

finance and management in companies established in the PRC and has worked as a financial confrofler of a large Chinese enterprise

in Hong Kong. He also holds directorships in various subsidiaries of the Company.

CHAN Wai Lun
CHAN Wai Lun, aged 50, is the Executive Director and COQ of the Group. Before joining the Group in 1997, Mr. Chan has

over 24 years of experience in electronic industry and trading fields. Mr, Chan graduated from Zhong Shan University
with a Bachelor's degree in Physics.

Non-Executive Director
¢1 YANG Jun (Vice-Chairman)
YANG Jun, aged 38, is the Vice-Chairman of the Group and Co-CEQ of China Motion Telecom Holdings Limited (formerly
known as China Motion Telecom Development Company), which is the Company's major business partner of several joint

venture companies in the PRC. Mr. Yang has over 10 years of experience in the telecom industry in the PRC.




Li Yi Sheng
LI Yi Sheng, aged 66, was formerly the head of Guangdong Posts and Telecommunications Administrative Bureau and held

the position of Director and General Manager of Telpo Communications (Group) Limited. Mr. Li has over 40 years of experience
in the telecom industry.

Timothy Allen BRIDGEWATER

Timothy Allen BRIDGEWATER, aged 41, is the CoFounder of Interlink Management Corporation. Mr. Bridgewater has developed

numerous deals between Asian and US businesses for clients including CP Group, Telecom Asia, and Ford Motor Company.
Mr. Bridgewater serves on various advisory and executive boards and is currently the CEO of TurboWave, Inc., a broadband
wireless technology company. Mr. Bridgewater holds a Bachelor of Science in Business Finance from Brigham Young University
and Post Graduate Studies in International Economics from the University of Utah.

YUNG Yung Cheng, Frank

YUNG Yung Cheng, Frank, aged 68, is the Chairman of the Audit Committee of the Company. He was in senior management
and Chief Executive Officer of a number of listed companies in Singapore. He has also been active in public services in
Singapore, having served as Chairman of the Telecommunications Authority of Singapore (1974-1986). He is currently an

independent director of several listed companies in Singapore.

i\ HO Chung Tai, Raymond
" Dr. the Hon. Raymond HO Chung Tai, MBE, JP, aged 63, is a member of the Legislative Council (Engineering Functional Constituency)

and Past President of Hong Kong Institution of Engineers, former Chairman of Transport Advisory Committee and Hong Kong Technology
Committee of the [TDC, former Council Chairman of the City University of Hong Kong.

Dr. Ho has had 39 years of wide-ranging, large magnitude and complex infrastructure projects in Hong Kong and United Kingdom.
Dr. Ho obtained his degrees at The University of Hong Kong, University of Manchester and the City University of London. He has
also been awarded Hon. Doctor Degree in Business Administration by the City University of Hong Kong and Hon. Doctor Degree of
Laws of Manchester University of UK.
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Alternate Director
HU Tiejun

{ HU Tiejun, aged 51, joined the Group in 1993 and serves as the Chief Scientist of the Group. Currently, Mr. Hu is responsible

for the Group's technology research and development, specialising in system design and global data network management.
Mr. Hu brings to the Group more than 20 years of experience specialising in areas of computer systems and data

communication networking, Mr. Hu graduated from Zhong Shan University with a Bachelor's degree in Physics.

Senior Management

CHEN Xiaodan, aged 41, joined the Group in 1994. She is the Executive Vice President of Corporate Management Division.
Holder of a Master degree, Ms. Chen is responsible for corporate development, business planning and analysis, resources
planning, operational management and MIS of the Group. Ms. Chen has over 18 years of experience in the telecom field.

Before joining the Group, she has been working in telecom college and government authority of telecom in the PRC.

CHENG Lun Ton, aged 51, joined the Group in 2001. He is the Executive Vice President of Human Resources Division.
Mr. Cheng is responsible for the human resources development and management functions of the Group. Mr. Cheng has
over 30 years of working experience with the last 21 years in human resources management. Before joining the Group,

Mr. Cheng held a key position in human resources management in PCCW.

PAN Rubo, aged 42, joined the Group in 1996. He is the Executive Vice President of Business Relationship Division. Mr.
Pan holds a Bachelor's degree and is responsible for the corporate relations, business coordination and development
functions of the Group. He has over 21 years of experience in the telecom industry. Before joining the Group, Mr. Pan

has 13 years experience in the Guangdong Posts and Telecommunications Administrative Bureal.
TONG Kay Tak, Tom, aged 54, joined the Group in 2001. He is the Vice President of Legal Affairs Division. Mr. Tong is

a soficitor of the High Court of Hong Kong and holds a Ph.D degree in civil laws. He is responsible for the legal affairs of

the Group. Before joining the Group, Mr. Tong held a senior position in Business Development for Greater China in PCCW.
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WU Ying Keung, aged 46, rejoined the Group in 2001. He is the Executive Vice President of Corporate Finance Division.

Mr. Wu is responsible for the Group's overall corporate finance functions. He has over 23 years of experience in the Finance
and Corporate Finance field. Before re-oining the Group, Mr. Wu held key positions in finance and management in various
companies and professional firms in Hong Kong and overseas.

v
ZHAO Wenzhong, aged 45, joined the Group in 1998. He is the Vice President of General Affairs Division. Mr. Zhao is
responsible for the property management, procurement and general administration functions of the Group. He has over 26
years of working experience in various institutions in the PRC. Before joining the Group, Mr. Zhao held a key position in general

management in one of the largest international corporations in Shenzhen.

ZHU Hongbo, aged 40, joined the Group in 2000. He is the Executive Vice President of Corporate Communications Division
and Chief Executive Officer of CM Concept retail business, responsible for brand development and marketing affairs. Mr.
Zhu has over 12 years of experience in media and communications field. Befare joining the Group, Mr. Zhu held a key position

in sales and marketing in a Hong Kong listed company.
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Report of the Directors

The directors submit their report together with the audited accounts for the year ended 31 March 2002,

'PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. The principal activities of its subsidiaries are set out in note 36 to the accounts.

An analysis of the performance of the Company and its subsidiaries (collectively referred to as the “Group”) for the year by business and
geographical segments is set out in note 3 to the accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated profit and loss account on page 34.

The directors do not recommend the payment of a final dividend.

Movements in the reserves and accumulated losses of the Group and the Company during the year are set out on pages 36 to 37.

DISTRIBUTABLE RESERVES

In accordance with the Companies Act 1981 of Bermuda (as amended) and the Company’s Bye-Laws, the Company has no distributable reserve as
at 31 March 2002.

FIXED ASSETS

Details of the movements in fixed assets of the Group are set out in note 13 to the accounts.

SHARE CAPITAL AND WARRANTS

Details of the movements in share capital and warrants of the Company are set out in note 25 to the accounts.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set out on page 2.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's Bye-Laws and there is no restriction against such rights under the laws of
Bermuda.

PURCHASE, SALE OR REDEMPTION OF SHARES
The Company has not redeemed any of its shares during the year. Neither the Company nor any of its subsidiaries has purchased or sold any of
the Company’s shares during the year.
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™| Report of the Directors

DIRECTORS

The directors who held office during the year and up to the date of this report were:

Mr HAU Tung Ying

Mr SHU! Ming Hua

Mr CHAN Wai Lun

Mr YANG Jun*

Mr LI Yi Sheng*®

Mr Timothy Allen BRIDGEWATER*

Mr YUNG Yung Cheng, Frank**

Dr HO Chung Tai, Raymond** : (appointed on 1 August 2001)
Mr YUNG Ha Kuk Victor** : (resigned on 1 August 2001)
Mr HU Tiejun (Alternate director to Mr LI Yi Sheng) '

B

Non-executive directors

.

Independent non-executive directors

In accordance with Bye-law 85(2) of the Bye-Laws of the Company, Dr HO Chung Tai, Raymond retires from office and, being eligible, offers
himself for re-election at the forthcoming annual general meeting. ’

In accordance with ByeJaw 86(1) of the Bye-Laws of the Company, Mr CHAN Wai Lun, Mr Lt Yi Sheng and Mr YUNG Yung Cheng, Frank retire from
office by rotation and, being eligible, offer themselves for re-election at the forthcoming annual general meeting.

DIRECTORS' SERVICE CONTRACTS

None of the directors who are proposed for re-election at the forthcoming annual general meeting has a service contract with the Company which
is not determinable within one year without payment of compensation, other than statutory compensation.

DIRECTORS' INTERESTS IN CONTRACTS

During the year, the Group had transactions with Liking Industrial Limited (“Liking”) and First Active Investments Limited (“First Active”) as
disclosed in note 32(a) to the accounts. Mr HAU Tung Ying was interested in these transactions to the extent that he is a beneficial shareholder of
Liking and First Active respectively.

Save as disclosed herein, no other contracts of significance in relation to the Group’s business to which the Company or any of its subsidiaries
was a party and in which a director of the Company had a material interest, whether directly or indirectly, subsisted at the end of the year or at
any time during the year,

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Brief biographical details of directors and senior management are set out on pages 18 to 21.

|




Report of the Directors

DIRECTORS' INTERESTS IN EQUITY OR DEBT SECURITIES

At 31 March 2002, the interests of the directors and chief executive in the shares of the Company or any associated corporations (within the
meaning of the Securities (Disclosure of Interests) Ordinance (“SDI Ordinance”)) as recorded in the register required to be kept under Section 29

of the SDI Ordinance were as follows:

Number of ordinary shares held

Personal Family Corporate Other
interests interests interests interests

(Note)
HAU Tung Ying - - 270,247,500 -
SHUI Ming Hua 250,000 - - -
CHAN Wai Lun ' : . 267,000 - - -
HU Tiejun ) ) 292,000 - - -

Note: The 270,247,500 shares are legally and bene'ficially owned by Goldtop Holdings Limited (“Goldtop”). Mr HAU Tung Ying and his wife, Madam TING Yat Shuk,
are both directors of Goldtop in which they hold 30,000 and 20,000 ordinary shares respectively, representing 60% and 40% of the entire issued share
capital of Goldtop.

Save as disclosed above, as at 31 March 2002, none of the directors and chief executive (including their spouse and children under 18 years of
age) had any other interests in shares in or debentures of the Company or any of its associated corporations (within the meaning of the SDI
Ordinance) which had been entered in the register kept by the Company pursuant to Section 29 of the SDI Ordinance.

Apart from the shares as disclosed above, share options to subscribe for ordinary shares of the Company have been granted to HAU Tung Ying,
SHUI Ming Hua, CHAN Wai Lun, YANG Jun and HU Tiejun pursuant to the approved China Motion Employees’ Share Option Scheme. Information in
relation to their share options during the year were shown in the following section under the heading “Information on Share Options”.
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Report of the Directors

Movements of share options, which have been granted under China Motion Employees’ Share Option Scheme, during the year are listed
below in accordance with Rule 17.07 of the Listing Rules:

Exercise
Category Date of grant price
HK$

Directors:
HAU Tung Ying 20 March 2001 0.75
SHUI Ming Hua 25 February 2000 3.19
17 October 2000 1.22
20 March 2001 0.75
CHAN Wai Lun 25 February 2000 3.19
17 Qctober 2000 1.22
20 March 2001 0.75
YANG Jun 29 June 1998 0.751
25 February 2000 319
17 October 2000 1.22
20 March 2001 0.75
HU Tiejun 19 August 1999 2.00
17 October 2000 1.22
20 March 2001 0.75

Exercise
period

20/03/02 - 19/03/11

25/02/01 - 17/03/08
17/10/01 - 17/03/08
20/03/02 - 19/03/11

25/02/01 - 17/03/08
17/10/01 - 17/03/08
20/03/02 - 19/03/11

29/06/99 - 17/03/08
25/02/01 - 17/03/08
17/10/01 - 17/03/08
20/03/02 - 19/03/11

19/08/00 - 17/03/08
17/10/01 - 17/03/08
20/03/02 - 19/03/11

=/

s

Vesting

period

20/03/02 - 20/03/04

N/A
N/A
20/03/02 - 20/03/04

N/A
N/A
20/03/02 - 20/03/04

N/A

NA

N/A
20/03/02 - 20/03/04

N/A
N/A
20/03/02 - 20/03/04

No. of

outstanding

options
at 1 April
2001

2,000,000

378,499
432,570
2,000,000

378,499
432,570
2,000,000

257,483
252,333
288,380
2,000,000

252,333
288,380
2,000,000

No. of
options
granted
during
the year

No. of
options
lapsed
during
the year

No. of
outstanding
options at
31 March
2002

2,000,000

378,499
432,510
2,000,000

378,499
432,570
2,000,000

257,483
252,333
288,380
2,000,000

252,333
288,380
2,000,000
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INFORMATION ON SHARE OPTIONS (continued)

No. of No. of No. of No. of
outstanding options options outstanding
options  granted lapsed  options at
Exercise Exercise Vesting at 1 April during during 31 March
Category Date of grant price period period 2001 theyear the year 2002
HK$
Continuous Contract
Employees of
the Group: 29 June 1998 0.751 29/06/99 - 17/03/08 N/A 329,576 - (102,993) 226,583
19 August 1999 2.00 19/08/00 - 17/03/08 N/A 1,627,287 - (406,822) 1,220,465
25 February 2000 3.19 25/02/01 - 17/03/08 N/A 82,394 - - 82,394
17 October 2000 1.22 17/10/01 - 17/03/08 N/A 2,685,541 - 1599,936) 2,085,605
20 March 2001 0.75 20/03/02 - 19/03/11 20/03/02 - 20/03/04 23,600,000 - (7,400,000) 16,200,000
28 January 2002 0.75 28/01/03 - 27/01/12 28/01/03 - 28/01/05 - 1,850,000 - 1,850,000
(Note (1))
Notes:
(1) The closing price of the shares of the Company immediately before the date on which the options were granted was HKS0.71.

(2)

During the year, no options were exercised or cancelled.

2. In assessing the value of the share options granted on 28 January 2002, the Black-Scholes option pricing model (the “Black-Scholes Model"}
has been used. The Black-Scholes Modet is one of the most generally accepted methodologies used to calculate the value of options and is
one of the recommended option pricing models as set out in Chapter 17 of the Listing Rules. The variables of the Black-Scholes Model
include, expected life of the options, risk-free interest rate, expected volatility and expected dividend of the shares of the Company.

In assessing the value of the share options granted during the year to employees, the following variables have been applied to the Black-
Scholes Model:

(a)

(b)

(c)

(d)

The expected life is estimated to be 5 years from the date of grant (the “Measurement Date”).

The risk-free rate applied to the Black-Scholes Model is 5.11%, which represents the yield of the Hong Kong Exchange Fund Notes
corresponding to the expected life of the options as at the Measurement Date.

The expected volatility used in the calculation is 64.20% and represents the standard deviation of the daily closing share prices of the
Company in The Stock Exchange of Hong Kong Limited for the last twelve months from the Measurement Date.

The expected dividend is estimated to be 1.73% based on the average dividend yield of past 5 years.

17)

o~
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INFORMATION ON SHARE OPTIONS (continued)

Using the Black-Scholes Model in assessing the value of share options granted during the year, the options would have an aggregate value
of approximately HKS721,500 represented as follows: ]

Number of share Estimated value
options granted Estimated value of options granted
during the year per option during the year

HKS$ HK$
Employees 1,850,000 ; 0.39 721,500
Total 721,500

In assessing the aggregate value of the share options, no adjustment has been made for possible future forfeiture of the options. No charge
is recognised in the profit and loss account in respect of the value of options granted during the year. The share options granted will be
recognised in the balance sheet at the time when the share options are exercised. Share capital will be credited at par for each share
issued upon the exercise of share options, with share premium credited at the excess of net proceeds received over total share capital
credited.

it should be noted that the value of options calculated using the Black-Scholes Model is based on various assumptions and is only an
estimate of the value of share options granted during the year. It is possible that the financial benefit accruing to the grantee of an option
will be considerably different from the value determined under the Black-Scholes Model.

3. Summary of China Motion Employees’ Share Option Scheme (the “Scheme”) adopted on 18 March 1998 (as latest amended on 2 February
2001) disclosed in accordance with the Listing Rules was as follows:

1. Purpose of the Scheme As incentive to employees
2. Participants of the Scheme Eligible employees including executive directors
3. Total number of share available for issue under the Scheme 34,626,094 (6.59%)

and % on issued share capital at 31 March 2002

4.  Maximum entitlement of each participant under the Scheme 25% of the total number of shares in respect of which the Company
may grant options under the Scheme and subject to Chapter
17 of the Listing Rules

5. The period within which the shares must be taken up For options granted before 20 March 2001:
under an option At any time after the first anniversary of the Date of Grant
and before the tenth anniversary of the Date of Grant or
the expiry of the Scheme, whichever is earlier
For options granted on/after 20 March 2001:
At any time after the first anniversary of the Date of Grant
and before the tenth anniversary of the Date of Grant
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INFORMATION ON SHARE OPTIONS (continued)

6.  The minimum period for which an option must be held For options granted before 20 March 2001:
before it can be exercised The first anniversary of the Date of Grant
For options granted on/after 20 March 2001:
33% - first anniversary of the Date of Grant
33% - second anniversary of the Date of Grant
34% - third anniversary of the Date of Grant

7. The amount payable on application or acceptance of the HKS$1.00; within 21 days from the Offer Date
option and the period within which payments or calls must
or may be made or loans for such purposes must be paid

8.  The basis of determining the exercise price For options granted before 1 September 2001, the exercise price
is determined by a committee and being the higher of:
(a) A price being not less than 80% of the average of
the closing prices of the shares on The Stock
Exchange of Hong Kong Limited (“SEHK") as stated
on the SEHK's daily quotation sheets for the 5
consecutive trading days immediately preceding the
Offer Date; and
(b) The nominal value of a share
For options granted on/after 1 September 2001, the exercise
price is determined by a committee and subject to Chapter 17
of the Listing Rules

9.  The remaining life of the Scheme The Scheme Period will end on 17 March 2008

SUBSTANTIAL SHAREHOLDERS
The register of substantial shareholders maintained under Section 16(1) of the SDI Ordinance shows that, as at 31 March 2002, the Company had
been notified of the following substantial shareholders'_interesls, being 10% or more of the issued share capital of the Company.

Number of % of the issued

Name of shareholder shares held share capital
Goldtop Holdings Limited (Note (1)) 270,247,500 51.43
HAU Tung Ying {Note (2)) 270,247,500 51.43
TING Yat Shuk (Note (3)} 270,247,500 51.43

Notes: (1) Goldtop Holdings Limited {“Goldtop™ is owned as to 60% by Mr HAU Tung Ying and 40% by Madam TING Yat Shuk.
(2) Mr HAU Tung Ying is deemed to be interested in the 270,247,500 shares held by Goldtop due to his 60% direct interest in Goldtop.
(3) Madam TING Yat Shuk is deemed to be interested in the 270,247,500 shares held by Goldtop due to her 40% direct interest in Goldtop.

Save as disclosed above, as at 31 March 2002, no other person or corporation had any interest in the share capital of the Company as recorded
in the register required to be kept under Section 16(1) of the SD! Ordinance as having an interest in 10% or more of the issued share capital of

the Company.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business of the Group were entered into
or existed during the year,

CONNECTED TRANSACTIONS

In addition to that disclosed in note 16(a) to the accounts, the Group had the following transactions with connected parties which were carried out
in the normal course of business and on terms arranged by or between the parties during the year ended 31 March 2002:

Income/(expenses)

(a)  China Motion Telecom Holdings Limited (“CMTH")
Net sales of pagers and telecommunications equipment
Maintenance service income
Leasing income
Airtime income
Commission income
Disposal of microwave telecommunications equipment

Recharge of paging service expenses, operator's cost and dataline rental
Dataline expenses

(b)  China Motion Netcom Services Co. Ltd. (formerly known as
China Motion Mobile Telecom Services Co. Ltd.) (“CM Netcom”)

Provision of technical consultancy and maintenance services

{(c)  Liking Industrial Limited
Rental expenses

(d)  First Active Investments Limited
Disposal of Internet and telecare businesses

subsidiary of CMTH.

The above transactions have also been disclosed as related party transactions in note 32(a) to the accounts.

2002
HK$'000

5,692
14,332

9,342

2,640

61,495
(6,902)
(1,101)

131,070

(316)

15,000

2001
HKS'000

16,312*
35,307
26,579

2,640
727

(33,714)

(1,121)

184,261

(1,546)

{ncluded in the amount are net sales of HK$5,073,000 (2001: HK$5,073,000) to Shenzhen China Motion Telecom United Company Ltd. (“SCMTU"), a

All the above transactions are disclosed in accordance with Chapter 14 of the Listing Rules and in accordance with waivers previously granted by

the SEHK and/or have been previously announced by the Company.
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CONNECTED TRANSACTIONS {continued)

The independent non-executive directors of the Company have also reviewed these transactions and confirmed that;

(i)  The transactions were entered into in the ordinary and usual course of business of the Group;

(i) The transactions were carried out in accordance with the terms of the agreements governing such transactions or where there is no such
agreement on terms no less favourable to the Group than terms available to/from third parties;

(ii)  The transactions were on normal commercial terms and on terms that are fair and reasonable so far as the members of the Company are
concerned; and

(iv) The respective aggregate values of transactions for each of the agreements with CMTH and CM Netcom did not exceed the respective
percentage limit specified in the conditional waivers granted to the Company by the SEHK,

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of sales and purchases for the year attributable to the Group's major customers and suppliers are as follows:

Sales

— the largest customer 18.2%
- five largest customers combined 37.9%
Purchases

— the largest supplier 17.5%
- five largest suppliers combined 49.5%

None of the directors, their associated companies or any shareholder (which to the knowledge of the directors owns more than 5% of the
Company'’s issued share capital) had an interest in the major customers or suppliers noted above.

AUDIT COMMITTEE

The Group has established an Audit Committee since 26 September 1996. At the date of this report, the Audit Committee comprises two
independent non-executive directors, namely Mr YUNG Yung Cheng, Frank and Dr HO Chung Tai, Raymond and a non-executive director, Mr LI Yi
Sheng.

During the current financial year, 3 meetings were held. The Audit Committee has discretion to convene meeting or hold discussion with the
external auditors without the presence of executive directors. It is empowered to investigate activities within its terms of reference. It has
discretion to seek information from any employee or obtain outside legal or other independent professional advice if it considers necessary.
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COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE LISTING RULES §

The directors are pleased to confirm that throughout the year ended 31 March 2002, the Company has complied with the Code of Best Practice
as set out in Appendix 14 of the Listing Rules, except that the non-executive directors are not appointed for a specific term as recommended
therein. However, all the directors are subject to retirement by rotation and re-election at the annual general meeting of the Company.

DISCLOSURE PURSUANT TO PRACTICE NOTE 19 OF THE LISTING RULES

In accordance with the requirement under paragraph 3.2.1 of Practice Note 19 of the Listing Rules, the directors of the Company report the
details of advances to CMTH and its subsidiaries as at 31 March 2002 as follows:

Total
HKS$'000

Trade receivables from -
CMTH 32,401
CM Netcom 166,721
SCMTU 68,756
267,878

The advances were trade receivables arising from the Group's normal and ordinary course of business and were unsecured, interest-free with
credit term of 30 - 90 days.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events are set out in note 34 to the accounts.

PricewaterhouseCoopers, Hong Kong and PricewaterhouseCoopers, Singapore were the joint auditors of the Company for the year ended 31
March 2000.

On 21 August 2000, the Singapore Exchange Securities Trading Limited (the “SGX-ST") has granted in-principle approval for the conversion of the
Company's primary listing on the SGX-ST to a secondary listing. Accordingly, the accounts of the Company and of the Group are not required to
be audited by Certified Public Accountants in Singapore with effect from the financial year ended 31 March 2001. Therefore, PricewaterhouseCoopers,
Singapore retired as joint auditors and did not seek re-appointment in the annual general meeting held on 28 September 2000.

The accounts have been audited by PricewaterhouseCoopers, Hong Kong who retire and, being eligible, offer themselves for re-appointment.

On behalf of the Board

HAU Tung Ying
Director

Hong Kong, 22 July 2002




Report of the Auditors

TO THE SHAREHOLDERS OF .
CHINA MOTION TELECOM INTERNATIONAL LIMITED
fincorporated in Bermuda with limited liability)

We have audited the accounts on pages 34 to 84 which have been prepared in accordance with accounting principles generally accepted in Hong
Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The ong Kong Companies Ordinance requires the directors to prepare accounts which give a true and fair view. In preparing accounts which give
a true and fair view it is fundamental that appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those accounts and to report our opinion to you.

BASIS OF OPINION

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

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

 OPINION'

In our opinion the accounts give a true and fair view of the state of affairs of the Company and of the Group as at 31 March 2002 and of the
Group's loss and cash flows for the year then ended and have been properly prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22 July 2002




i Consolidated Profit and Loss Account
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Turnover
Cost of sales and services

Gross profit

Other revenues

Distribution expenses

Administrative expenses

Other operating expenses
Deficit on revaluation of investment properties
Write-off of goodwill
Impairment loss on fixed assets

Operating loss
Finance costs

Share of profits before taxation of associated companies

Loss before taxation

Taxation

Loss after taxation
Minority interests

Loss attributable to shareholders

Dividends

Loss per share
- Basic

- Diluted

Note

13(b)&(c)

6(a)

2002 2001
HK$'000 HK$'000
721,988 768,433

(377,750) (399,466)
344,238 368,967

16,856 24,613
{20,013} (32,358)
{258,070} (335,396)
(13,842) (2,910)
- (40,968)
(176,922) (195,266)
(107,753) (213,318)
(7,515) (15,376)
216 6,778
(115,052) (221,916)
(14,170) (18,620)
(129,222) (240,536)
(1,741) 28,333
(130,963) (212,203)

{24.92) HK cents

{48.22) HK cents

N/A

N/A




Balance Sheets
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Goodwill

Fixed assets

Investments in a subsidiary
Investments in associated companies
Other long-term investments

Current assets
Inventories
Receivables and prepayments
Marketable securities
Pledged bank deposits
Bank and cash balances

Current liabilities
Trade and other payables
Taxation payables
Borrowings

Net current assets
Total assets less current liabilities

Financed by:
Share capital
Non-distributable capital reserves
Contributed surplus
Accumulated losses

Shareholders’ funds
Minority interests

Non-current liabilities
Borrowings
Deferred taxation

On behalf of the Board

HAU Tung Ying
Director

Note

12
13
14
15

16

17
18
19

20

21
6(b)
22

25
26
27

22

6(c)

Group . Company

2002 2001 2002 2001
HKS$'000 HKS'000 HKS$'000 HKS'000
10,298 19,350 - -
264,232 481,811 - =
i - - 622,552 409,833
2,444 2,228 - -
346,832 266,676 - -
8,248 7,063 = _
357,898 390,110 2,903 586,394
1,107 2,940 - -
6,355 6,377 - -
111,804 202,401 106 20,283
485,412 608,891 3,009 606,677
180,300 284,434 962 114,806
7,360 16,107 - -
30,543 27,270 - -
218,203 327,811 962 114,806
267,209 281,080 2,047 491,871
891,015 1,051,145 624,599 901,704
394,107 394,107 394,107 394,107
530,951 517,059 456,023 456,023
- - 52,854 52,854
{180,067) (35,212) {278,385) (1,280)
744,991 875,954 624,599 901,704
49,064 57,506 = -
96,614 117,339 - -
346 346 - -
96,960 117,685 = =
891,015 1,051,145 624,599 901,704

SHUI Ming Hua
Director




il Statements of Changes in Equity
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Group
Non-
distributable
Share capital Accumulated
capital reserves losses Total
HK$'000 HK$'000 HK$'000 HK$000
(note 25) (note 26)
Balance at 1 April 2000

As previously reported 281,498 312,167 200,758 794,423

Effect of adopting HKSSAP 29 ) - - (10,076) (10,076)

As restated 281,498 312,167 190,682 784,347
Issue of shares, net of expenses 112,609 190,847 - 303,456
Exchange differences arising from investments in '

PRC subsidiaries - 354 - 354
Transfer - 13,691 (13,691) -
Loss for the year - - {212,203) (212,203)
Balance at 31 March 2001 394,107 517,059 (35,212) 875,954
Balance at 1 April 2001 394,107 517,059 (35,212) 875,954
Transfer - 13,892 (13,892) -
Loss for the year - - {130,963) (130,963)

Balance at 31 March 2002 394,107 530,951 (180,067) 744,991




Balance at 1 April 2000

Issue of shares, net of expenses

Loss for the year

Balance at 31 March 2001

Balance at 1 April 2001

Loss for the year

Balance at 31 March 2002

Company

Non-
distributable
Share capital Contributed  Accumulated
capital reserves surplus losses Total
HKS'000 HKS$'000 HK$'000 HKS$'000 HKS'000
(note 25) (note 26) (note 27)

281,498 265,176 52,854 1,202 600,730
112,609 190,847 - - 303,456
- - - (2,482) (2,482)
394,107 456,023 52,854 (1,280) 901,704
394,107 456,023 52,854 (1,280) 901,704
- - - (277,105) (277,105)
394,107 456,023 52,854 (278,385) 624,599
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i Cq_nsolidated Cash Flow Statement
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Cash outflow from operating activities
Interest paid

Interest received

Interest element of finance leases

Income tax paid

Net cash outflow from operating activities

Cash flows from investing activities
Proceeds from disposal of fixed assets
Proceeds from disposal of marketable securities
Disposal of subsidiaries
Dividend from listed investments
Purchase of fixed assets
Capital contribution to other investment
Purchase of marketable securities
Proceeds from disposal of associated companies
Decrease in pledged bank deposits

Net cash inflow/(outflow) from investing activities

Cash flows from financing activities
Issue of ordinary shares
Draw-down of revolving loan
Repayment of bank loans
Payment of capital element of finance leases
Capital contribution from minority shareholders

Net cash {outflow)/inflow from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the beginning of year
Effect of exchange rate changes

Cash and cash equivalents at the end of year

2002 2001
Note HK$'000 HKS'000
28(a) {50,288) (35,165)
: {7,321) (14,934)
1,834 6,556
(194) (442)
(22,917) (11,929)
(78,886) (55,914)

63,626 1,820

= 3,081

28(c) 13,939 -
- 73
(48,199) (59,738)

(24,299) (14,018)

{121) (4,500)

= 553

22 6,900

4,968 (65,829)

28(b)

= 320,310

10,000 -

(22,741) (28,643)

(1,818) (3,668)

773 9,360

(13,786) 297,359

(87,704) 175,616

199,508 23,538

- 354

29 111,804 199,508




Notes to the Accounts

1 PRINCIPAL ACOUNTING POLICIES

(a)

Basis of preparation

The accounts have been prepared in accordance with accounting principles generally accepted in Hong Kong (“HKGAAP”) and comply
with accounting standards issued by the Hong Kong Society of Accountants (“HKSA"). This represents a change in the adoption of
accounting standards for the preparation of accounts from prior years when the accounts were prepared in accordance with
International Accounting Standards. The directors consider that the financial year ended 31 March 2002 was the first full financial
year of the Company since its conversion of listing status and it is an opportune moment to effect such change and the investment
community in Hong Kong is more familiar with.-HKGAAP which presents the financial position fairly in accordance with market
perception. There is no material financial impact to the consolidated accounts for the year ended 31 March 2002 as a result of the
change in the adoption of accounting standards for the preparation and no adjustments to the comparative figures presented in the
consolidated accounts in prior periods are considered necessary. )

The accounts have been prepared under the historical cost convention as modified by the revaluation of investment properties and
marketable securities as disclosed in the accounting policies below.

In current year, the Group early adopted the following revised Statements of Standard Accounting Practice (“HKSSAP") issued by
HKSA, which will be effective in next financial year and are applicable to the Group:

HKSSAP 1 (revised): “Presentation of financial statements”
HKSSAP 11 (revised): “Foreign currency translation”
HKSSAP 15 (revised): “Cashflow statement”

Early adoption of these accounting standards has no material impact on the Group's accounts.

HKSSAP 1 (revised) has been revised to present, as a separate component of its accounts, the statement of changes in equity. it has
replaced the requirement for presenting the statement of recognised gains and losses. Although the adoption is required for periods
beginning on or after 1 January 2002, the Group has opted the revised standard in its 2002 accounts.

HKSSAP 15 (revised) has been revised to classify cash flows under operating, investing or financing activities. Although adoption is
required for periods beginning on or after 1 January 2002, the Group has opted the revised standard in its 2002 accounts.
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" Notes to the Accounts
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

The principal accounting policies adopted in the preparation of these accounts are set out below:

(b)

Group accounting

(i)

(ii)

Consolidation

The consolidated accounts include the accounts of the Company and its subsidiaries made up to 31 March. Subsidiaries are
those entities whose financial and operating policies are controlled, directly or indirectly, by the Company so that the Company
is able to benefit from their activities that are controlled by the Group.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated profit and loss account from
the effective date of acquisition or up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances within the Group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents the difference between the proceeds of the sale and the Group's
share of its net assets together with any unamortised goodwill or goodwill taken to reserves and exchange difference and which
was not previously charged or recognised in the consolidated profit and loss account.

Minority interests represent the interests of outside shareholders in the profit and loss account and net assets of subsidiaries.

In the Company's balance sheet, the investments in subsidiaries are stated at cost less provision for impairment losses. The
results of subsidiaries are accounted for by the Company on the basis of dividends received and receivable.

Associated companies .
An associated company is a company, not being a subsidiary, in which an equity interest is held for the long-term and significant
influence is exercised in its management.

The consolidated profit and loss account includes the Group’s share of the results of associated companies for the year, and the
consolidated balance sheet includes the Group's share of the net assets of the associated companies and also goodwill (net of
accumulated amortisation) on acquisition.

In the Company’s balance sheet, the investments in associated companies are stated at cost less provision for impairment
losses. The results of associated companies are accounted for by the Company on the basis of dividends received and
receivable.

Equity accounting is discontinued when the carrying amount of the investment in an associated company reaches zero, unless
the Group has incurred obligations or guaranteed obligations in respect of the associated company.
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1  PRINCIPAL ACCOUNTING POLICIES (continued)

(c)

(d)

(e)

Translation of foreign currencies
Transactions in foreign currencies are translated at exchange-rates ruling at the transaction dates. Monetary assets and liabilities
expressed in foreign currencies at the balance sheet date are translated at rates of exchange ruling at the balance sheet date.
Exchange differences arising in these cases are dealt with in the profit and loss account.

The balance sheet of subsidiaries and associated companies expressed in foreign currencies are translated at the rates of exchange
ruling at the balance sheet date whilst the profit and loss is translated at an average rate. Exchange differences are dealt with as a
movement in reserves. Upon disposal of an overseas subsidiary or associated company, the related cumulative exchange difference is
included in the profit and loss accéunt a's part of the gain or loss on disposal.

Goodwill .

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's share of the net assets of the acquired
subsidiary or associated company at the date of acquisition. Goodwill is amortised using the straightline method over its estimated
useful life of five years. Where an indication of impairment exists, the carrying amount of goodwill is assessed and written down
immediately to its recoverable amount.

Fixed assets

Fixed assets are stated at historical cost less accumulated depreciation and accumulated impairment losses.

Leasehold land is depreciated over the unexpired periods of leases. Depreciation of leasehold buildings and improvements is
calculated to write off their cost on a straight-line basis over the unexpired periods of the leases or their estimated useful lives to the
Group, whichever is shorter. The annual rates used for this purpose are 2% and 20% respectively.

During the year, the Group revised the estimated useful lives of telecommunications equipment, This resulted in a change in
accounting estimate to the Group and accordingly, the Group has recognised the effect of change in depreciation rate of HK$2,311,000
in the consolidated profit and loss account. Depreciation of other fixed assets is calculated to write off their cost on a straight-line
basis over their estimated useful lives. The principal annual rates are as follows:

Telecommunications equipment 20%
Furniture, fixtures and office equipment 20%
Motor vehicles 30%

Major costs incurred in restoring telecommunications equipment components to their normal working condition to allow continued use

of the overall asset are capitalised and depreciated over the remaining useful lives.

Improvements are capitalised and depreciated over their expected useful lives to the Group.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(e)

H

(g)

Fixed assets (continued) C

At each balance sheet date, both internal and external sources of information are considered to assess whether there is any indication
that assets are impaired. If any such indication exists, the recoverable amount of the asset is estimated and where relevant, an
impairment loss is recognised to reduce the asset to its recoverable amount. Such impairment losses are recognised in the profit and
loss account.

The gain or loss on disposal of a fixed asset is the difference between the net sales proceeds and the carrying amount of the relevant
asset, and is recognised in the profit and loss account. *

Investment properties
Investment properties are interests in land and buildings in respect of which construction work and development have been completed,
and which are held for their investment potential, any rental income being negotiated at arm's length.

Investment properties held on leases with unexpired periods of greater than 20 years are valued annually by independent professional
valuers. The valuations are on an open market value basis related to individual properties and separate values are not attributed to
Jand and buildings. The valuations are incorporated in the annual accounts. Increases in valuation are credited to the investment
properties revaluation reserve. Decreases in valuation are first set off against increases on earlier valuations on a portfolio basis and
thereafter are debited to the profit and loss account. Any subsequent increases are credited to the profit and loss account up to the
amount previously debited.

Inve stment properties held on leases with unexpired periods of 20 years or less are depreciated over the remaining portion of the
leases.

Upon the disposal of an investment property, the relevant portion of the revaluation reserve realised in respect of previous valuations
is released from the investment properties revaluation reserve to the profit and loss account.

Assets under leases

(i)  Finance leases
Leases that substantially transfer to the Group all the risks and rewards of ownership of assets are accounted for as finance
leases. Finance leases are capitalised at the inception of the leases at the lower of the fair value of the leased assets or the
present value of the minimum lease payments. Each lease payment is allocated between the capital and finance charges so as
to achieve a constant rate on the capital balances outstanding. The corresponding rental obligations, net of finance charges, are
included in liabilities. The finance charges are charged to the profit and loss account over the lease periods.

Assets held under finance leases are depreciated over the shorter of their estimated useful lives or the lease periods.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(g)

(h)

(i)

0

(k)

)

(m)

Assets under leases (continued)

(i) Operating leases )
Leases where substantially all the risks and rewards of ownership of assets remain within the leasing company are accounted
for as operating leases. Payments made under operating leases net of any incentives received from the leasing company are
charged to the profit and loss account on a straight-line basis over the lease periods.

Investments
Investments held for long-term purposes other than those in subsidiaries and associated companies are stated at cost less provision
for any permanent diminution in value.

Marketable securities are carried at fair value. At each balance sheet date, the net unrealised gains or losses arising from the
changes in fair value of marketable securities are recognised in the profit and loss account. Profits and losses on disposal of
marketable securities, representing the difference between the net sales proceeds and the carrying amounts, are recognised in the
profit and loss account as they arise.

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is calculated on the first-in, first-out basis. Net realisable
value is determined on the basis of anticipated sales proceeds in the ordinary course of business, less estimated selling expenses.

Trade receivables
Provision is made against accounts receivable to the extent they are considered to be doubtful. Accounts receivable in the balance
sheet are stated net of such provision.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow statement, cash and cash
equivalents comprise cash on hand, deposits held at call with banks net of bank overdrafts and trust receipts loans which have
original maturities of three months or less at the date of acquisition.

Deferred taxation

Deferred taxation is accounted for at the current taxation rate in respect of timing differences between profit as computed for
taxation purposes and profit as stated in the accounts to the extent that a liability or an asset is expected to be payable or
recoverable in the foreseeable future.

Retirement benefit costs
The Group operates a Mandatory Provident Fund Scheme (“MPF”) for the eligible employees in Hong Kong. The Group’s contributions
to the MPF are expensed as incurred.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(n)  Borrowing costs

Borrowing costs are interest and other costs incurred in connection with the borrowing of funds. All borrowing costs are charged to
the profit and loss account when they are incurred.

(o)  Revenue recognition
(i)  Paging subscription fee income is recognised on a straight-line basis over the period of the paging service contracts. Revenue
received in advance for the provision of paging services for an agreed period of time is deferred and amortised on a straight-

line basis over the contract period.

(i)  Revenue from the sale of telecommunications products is recognised on the transfer of ownership, which generally coincides
with the time of shipment.

{iii)  Maintenance and technical consultancy service income from service agreements is recognised on an accrual basis when the

service is performed.
(iv)  Trunking service income and advertising income are recognised when the services are rendered.
{v} International communications and Internet related services provided to customers are recognised upon the delivery of services.

(vi)  Commission income is recognised in accordance with the terms of agency agreements which is generally when the agency
services are rendered. )

{vii) Rental and leasing income is recognised on a straight-line basis over the period of the respective leases.

{viil) Interest income is recognised on a time proportion basis, taking into account the principals outstanding and interest rates
applicable.

{ix) Dividend income is recognised when the right to receive payment is established.
(x) Management service fee income is recognised on an accrual basis in accordance with the terms of the agreements.

(xi)  Airtime income is recognised on an accrual basis in accordance with the terms of the agreements.
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1

ES (6ontinued)

Segment reporting
In accordance with the Group’s internal financial reporting, the Group has determined that business segments be presented as the
primary reporting format and geographical segments as the secondary reporting format.

Unallocated costs represent corporate expenses. Segment assets consist primarily of intangible assets, fixed assets, inventories,
receivables and operating cash. Unallocated assets represent assets not dedicated to a particular segment, consist primarily of cash
and bank balances, investments in securities, investment properties and other receivables. Segment liabilities comprise operating
liabilities and corporate borrowings. Unallocated liabilities represent liabilities not dedicated to a particular segment, consist primarily
of short-term and long-term loans and other payables. Capital _ex'penditure comprises ‘additions to fixed assets.

In respect of geographical segment reporting, sales are based on the country in which the customer is located. Total assets and
capital expenditure are where the assets are located.




I Notes to the Accounts

2 TURNOVER AND REVENUES

The Group is principally engaged in the provision of paging services,l technical consultancy services, and repair and maintenance services

for telecommunications equipment, international communications services and trunking radio services. It is also engaged in the distributions
and retail sales of telecommunications equipment and the leasing and trading of telecommunications equipment and products. Revenues
recognised during the year are as follows:

Group
2002 2001
HK$'000 HK$'000
Turnover

International communications income . 170,378 90,539
Paging subscription fee and related service income ' 138,897 200,617
Technical consultancy service income ' 131,607 185,077
Sale of telecommunications products ) 112,165 112,626
Leasing income 68,205 26,579
Commission income 64,666 90,041
Maintenance service income 19,075 42,789
Trunking service income 16,322 16,091
Internet related services income 673 4,074
721,988 768,433

Other revenues
Rental income 8,135 4,563
Advertising income 3,518 11,586
Airtime income 2,640 -
Interest income 1,834 6,556
Management service fee income ) T - 1,731
Dividend income from fisted investments - ' - 73
Others 729 104
16,856 24,613
Total revenues 738,844 793,046
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3 SEGMENT INFORMATION

The Group’s principal activities can be categorised into six business segments:

Business segments

1.  Telecommunications Network
Services

2. Distributions and Retail Chain
Services

3. Unified Messaging Services

4. Mobile Related Services
Operation

5.  Other Operations

6.  Discontinued Operations*

Nature of business activities

Provision of trunking radio services, sales of
trunking related equipment, international calling

services and income from fease line rental

Retail sales of telecommunications related
equipment and products, provision of maintenance

and repair services and commission income

Provision of paging services and sales of
telecommunications equipment

Provision of technical advisory, maintenance and
accounts management services to

telecommunications operations

Leasing and trading of telecommunications
equipment and products

Provision of call center services, Internet related

services

Places of operation

Hong Kong/
Canada and USA

Hong Kong/
Peopie’s Republic of China (“PRC")

Hong Kong/PRC

PRC

PRC

Hong Kong

On 3 December 2001, the call center services and Internet related services operations were disposed of to First Active Investments Limited ("First

Active”), an associate of the ultimate holding company, Goldtop Holdings Limited, at a cash consideration of HKS15 million.

Transactions between the business segments and geographical segments have been eliminated.
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3 ~ SEGMENT INFORMATION [continued)

(a)  Primary reporting format - business segments . .

Telecom- Distributions Mobile
munications and Retall Unified Related
Network Chain  Messaging Services Other Discontinued Unallocated
Services Services Services  Operation Operations Operations Items Group

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

2002

Turnover 254,244 184,712 136,901 131,070 9,579 5,482 - 721,988
Segmental profit/(loss) ) 4,857 12,550 14,216 - 93,222 (42,395) {8,085)  (183,952)  (109,587)
Net finance costs (5,681)

Share of profits before
taxation of associated

companies 216
Loss before taxation (115,052)
Taxation (14,170)
Loss after taxation (129,222)
Minority interests (1,741)
Loss attributable to the .

shareholders (130,963)
Segment assets 266,868 182,114 15,847 368,993 57,709 - 215,243 1,106,774
Investments in associated

companies 2,444
Consolidated total assets 1,109,218
Segment liabilities 82,007 23,492 37,083 66,894 15,540 - 139,211 364,227
Capital expenditure 38,118 1,843 1,180 1,029 - 26 6,003 48,199
Depreciation 4,285 4,735 7,173 1,913 78 1,405 12,037 31,626
Amortisation - - - 8,843 - - 209 9,052
Impairment loss on fixed assets 26,092 - 4,616 - 47,315 - 98,899 176,922

Other non-cash
expenses/{income), net (44) (1,036) (1,254) - 678 - 15,331 13,675
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2001

Turnover

Segmental profit/{loss)

Net finance costs

‘Share of profits before
taxation of associated
companies

Loss before taxation

Taxation

Loss after taxation

Minority interests

Loss attributable to the
shareholders

Segment assets
Investments in associated
companies

Consolidated total assets
Segment liabilities

Capital expenditure

Depreciation

Amortisation

Impairment loss on fixed
assets/ write off of goodwill

Other non-cash expenses, net

3 SEGMENT INFORMATION (continued)

Primary reporting format - business segments (continued)

Telecom- Distributions Maobile
munications  and Retail Unified Related

Network Chain Messaging Services Other Discontinued Unallocated
Services Services Services Operation Operations Operations Items Group
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000
122,153 193,495 190,383 184,261 37,511 40,630 - 768,433
(16,190) 1,327 (104,930) 139,657 (82,991) (59,762) (96,985)  (219,874)
(8,820)
6,778
(221,916)
(18,620)
(240,536)
28,333
(212,203)
154,253 135,106 37,075 408,121 174,653 59,146 408,374 1,376,728
2,228
1,378,956
125,267 54,332 47,376 68,394 28,471 12,651 166,511 503,002
6,546 5576 6,458 4,589 857 19,181 26,987 70,194
2,177 6,163 8,165 1,361 15,162 2,090 10,698 45,816
536 - 5,337 8,843 - 598 700 16,014
26,381 2,599 103,390 - 93,144 10,720 - 236,234
9,835 17,398 - 385 1,120 2,910 36,593

4,945
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3 SEGMENT INFORMATION (continued)

{b)  Secondary reporting format — geographical segments

Turnover Segmental profit/(loss) Total assets Capital expenditure

2002 2001 2002 2001 2002 2001 2002 2001

HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS'000 HK$'000 HKS'000

PRC 220,725 372,824 96,858 97,701 691,525 665,434 2,090 9,259
Hong Kong 474,013 367,365 (24,784) - (224,784) 392,901 687,110 29,273 60,245
Canada and USA 27,250 28,244 2,291 4,194 24,792 26,412 16,836 690
721,988 768,433 74,365 (122,889) 1,108,218 1,378,956 48,199 70,194

Unallocated items - - {183,952) {96,985) - - - -
721,988 768,433  (109,587) (219,874) 1,109,218 1,378,956 48,199 70,194
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4 OPERATING LOSS

Operating loss is stated after crediting and charging the following: )

Crediting

Net gain/(loss) on disposal of fixed assets
Gain on dilution of interests in subsidiaries

Charging

Auditors’ remuneration
Staff costs (excluding directors' emoluments)
Depreciation of fixed assets
- owned assets
— owned assets (telecommunications equipment) leased out
under operating leases
- assets under finance leases
Loss on disposal of marketable securities
Operating lease charges for land and buildings
Operating lease charges for telecommunications equipment
Amortisation of goodwill (included in administrative
expenses)
Loss on disposal of subsidiaries/associated companies
Cost of inventories sold
Impairment loss on fixed assets
Deficit on revaluation of investment properties
Diminution in value of marketable securities

G

2002
HK$'000

33,999

1,500
148,704

26,054

5,102
470
63,753
88,663

9,052
26,328
94,118

176,922
13,842
1,954

Group

2001
HK$'000

(651)
2,666

1,500
192,297

28,242

15,162
2,412
313
72,875
43,354

16,014
2,378
132,379
195,266
2,910
1,560




Notes to the Accounts

4 OPERATING LOSS (continued)

The future minimum lease incomes receivable under non-canceliable operating leases are as follows:

Group
2002 2001
HK$'000 HK$'000
Within one year i 6,276 17,580
Between two and five years . 585 52,740
More than five years - 52,363
6,861 122,683

5 FINANCE COSTS

Group
2002 2001
HK$'000 HKS$'000

Interest on bank loans and overdrafts

- wholly repayable within five years 2,449 6,289
~ not wholly repayable within five years 4,231 8,189
Interest on other loans wholly repayable within five years 641 456
Interest element of finance leases 194 442
7,515 15,376
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6 TAXATION

(a)

(b)

{c)

The amount of taxation charged to the consolidated profit and loss account represents:

Group

2002 2001
HK$’000 HKS'000

Hong Kong profits tax
~ underprovision in ‘previous years 442 50

PRC taxation

- current year : 13,728 18,570
14,170 18,620

Hong Kong profits tax is calculated at a rate of 16% (2001: 16%) on the estimated assessable profit for the year. The provision for
Hong Kong profits tax has been reduced by the availability of tax losses to set off againgt assessable profit for the year and the tax
savings from the utilisation of such losses amounted to HK$5,502,000 for the year ended 31 March 2002 {2001: HKS5,772,000).

PRC taxation represents income tax payable by the subsidiaries operating in the PRC at the applicable rates ranging from 15 per cent
to 33 per cent.

The amount of taxation in the consolidated balance sheet represents:

Group
2002 2001
HK$'000 HKS'000
Hong Kong profits tax recoverable - (91)
PRC income tax payable 7,360 16,198
7,360 16,107

The aggregate potential deferred tax asset of HK$87,551,000 (2001: HK$68,643,000) relating to tax losses available to be carried
forward and other timing differences related to accelerated depreciation allowance as at 31 March 2002 has not been recognised as
the crystallisation of the asset in the foreseeable future is uncertain.
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7 LOSS ATTRIBUTABLE TO SHAREHOLDERS

The loss attributable to shareholders is dealt with in the accounts of the Company to the extent of HK$277,105,000 (2001: HK$2,482,000).

8 DIVIDENDS

The directors do not recommend the payment of a final dividend for the year ended 31 March 2002 (2001: Nil).

8 LOSS PER SHARE

Group

2002 2001

HK$’000 HK$'000

Loss attributable to shareholders (130,963) (212,203)

Weighted average number of ordinary shares in issue 525,475,573 440,027,564

Adjustments for share options and warrants 93,531,570 59,060,944

Weighted average number of ordinary shares for diluted loss per share 619,007,143 499,088,508

Basic loss per share (24.92) HK cents (48.22) HK cents

Diluted loss per share (note (b)) N/A N/A

(a) Basic loss per share is calculated based on weighted average number of issued ordinary shares and the related income amount. For

the diluted loss per share, the weighted average number of issued ordinary shares is adjusted to assume conversion of all dilutive

potential ordinary shares. The number of incremental shares from assumed exercise of share options and warrants has been
determined using the treasury stock method.

(b)  Diluted loss per share for the years ended 31 March 2002 and 2001 has not been presented as the conversion of potential ordinary

shares to ordinary shares would have anti-dilutive effect to the basic loss per share.

g

=/
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10 RETIREMENT BENEFIT COSTS

The Group's contributions to the MPF are at 5% of employees basic salaries up to a maximum of HKS1,000 per employee per month. The
MPF contributions are fully and immediately vested in the employees as accrued benefits once they are paid.

The Group has contributed HK$3,992,000 to the MPF for the year ended 31 March 2002 (2001: HKS1,724,000).

The assets of MPF are held separately from those of the Group in independent administered funds.

11 DIRECTORS’ AND SENIOR MANAGEMENT'S EMOLUMENTS

(a) Directors' emoluments

The aggregate amounts of the emoluments payable to directors of the Company during the year are as follows:

2002 2001

HK$'000 HKS'000

Fees 1,535 2,090
Basic salaries, housing allowances, other allowances

and benefits in kind 13,767 12,373

Retirement benefit costs 48 335

15,350 14,798

Directors' fees disclosed above include HK$351,666 (2001: HKS311,000) paid to the independent non-executive directors.

No director waived any emoluments during the year (2001: Nil), During the year, no amounts have been paid by the Group to the

directors as an inducement to join the Group or as compensation for loss of office {2001: Nil).
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11 DIRECTORS' AND SENIOR MANAGEMENT'S EMOLUMENTS {continued)

(a)

(b)

Directors’ emoluments {continued)
The emoluments of the directors fell within the following bands:

Number of directors

2002 2001

Emolument bands
HKSNil - HK$1,000,000 : 6 10
HKS1,500,001 - HKS$2,000,000 2 1
HK$2,000,001 - HKS2,500,000 - 1
HK$3,000,001 - HKS3,500,000 1 1
HK$5,000,001 — HKS5,500,000 - 1
HK$6,500,001 - HKS$7,000,000 1 -
10 14

Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for the year include three (2001: three) directors whose
emoluments are reflected in the analysis presented above. The emoluments payable to the remaining two (2001: two) individuals

during the year are as follows:

2002 2001
HK$'000 HK$'000

Basic salaries, housing allowances, share options,
other allowances and benefits in kind 5,004 3,283
Bonuses 31 376
Retirement benefit costs 23 3
5,058 3,662
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11 DIRECTORS' AND SENIOR MANAGEMENT'S EMOLUMENTS (continued)

(b)

(c)

Five highest paid individuals (continued)
The emoluments fell within the following bands:

Number of individuals

Emolument bands 2002 2001
HKS$1,500,001 - HK$2,000,000 . - 2
HKS2,000,001 - HKS2,500,000 ' 1 -
HKS2,500,001 — HKS$3,000,000 3 1 -

The share options held by the directors (including non-executive directors of the Company) under the China Motion Employees' Share
Option Scheme are set out in the report of the directors on pages 26 to 29.

12 GOODWILL

Group
2002 2001
HK$'000 HKS'000
Cost

At 1 April 47,940 105,964
Additions - 10,456
Disposals - (68,480)
At 31 March 47,940 47,940

Accumulated amortisation
At 1 April ; 28,590 37,639
Amortisation charge 9,052 16,014
Disposals - (25,063)
At 31 March 37,642 28,590
Net book value 10,298 19,350
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"13 FIXED ASSETS - GROUP

Furniture,
Leasehold fixtures Telecom-
Investment land and and office  munications Leasehold Motor
properties buildings equipment equipment improvements vehicles Total
HK$'000 HK$'000 HK$'000 HK$000 HKS'000 HK$'000 HKS$'000
Cost or valuation
At 1 April 2001 90,240 218,570 57,516 . 437,191 55,259 9,742 868,518
Additions - - 6,183 . 37,429 4,466 121 48,199
Disposal of subsidiaries - - (8,698) (10,908) (1,062) (419) (21,087)
Transfers 9,882 (23,423) - - - - (13,541)
Revaluation (note (d)) (13,842} - - - - - (13,842)
Disposals/write-off - - ©(10,642) (72,771) (6,041) (1,194) (90,648)
At 31 March 2002 86,280 © 195,147 44,359 390,941 52,622 8,250 777,599
Accumulated depreciation
and impairment
At 1 April 2001 - 13,349 27,744 312,338 25,626 7,650 386,707
Charge for the year = 3,259 7,361 10,765 9,337 908 31,626
Impairment charge
(note (b) & {c)) - 95,132 944 76,763 4,083 - 176,922
Disposal of subsidiaries - - {2,236) (3,985) (1,014) (91) (7,326)
Transfers - (13,541) - - - - (13,541)
Disposals/write-off - - (8,080) (47,590) 4,481) (870) (61,021)
At 31 March 2002 - 98,195 25,733 - 348,291 33,551 7,597 513,367
Net book value or valuation
At 31 March 2002 86,280 96,952 18,626 42,650 19,071 653 264,232
At 31 March 2001 90,240 205,221 29,772 124,853 29,633 2,092 481,811
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13 FIXED ASSETS - GROUP [continued)

(a)

(b)

(c)

(d)

(e)

As at 31 March 2002, the net book value of fixed assets pledged as security for banking facilities of the Group amounted to approximately
HK$183,232,000 (2001: HKS$205,221,000).

In light of the severe competition in the telecommunications market in Hong Kong and the rapid change of technology, the Group has reviewed the
carrying value of all telecommunications equipment and other fixed assets based on the recoverable value of these assets and an impairment charge

of HK$81,790,000 (2001: HKS195,266,000) has been made in current year.

In view of the change in the property market, the Group has made an impairment charge of HK$95,132,000 {2001: Nil} on the leasehold land and

buildings in current year.

The investment properties are valued at open market value by DTZ Debenham Tie Leung Limited, independent professional valuers, as at 31 March
2002. The revaluation deficit is charged to the profit and loss account. ’

The investment properties of the Group are pledged as security for banking facilities granted to the Group.

The analysis of the net book value of the Group's leasehold land and buildings and valuation of the Group's investment properties as at 31 March
2002 is as follows:

Group
Leasehold land
and buildings Investment properties
in Hong Kong Hong Kong PRC Total
HKS'000 HK$'000 HK$'000 HKS'000
Period unexpired
Leases between 10 to 50 years .
At net book value 80,728 - - -
At valuation - 20,100 5,000 25,100
Leases not less than 50 years .
At net book value 16,224 - ~ =
At valuation - 61,180 - 61,180
96,952 81,280 5,000 86,280




13 FIXED ASSETS - GROUP (continued)

(fy  As at 31 March 2002, the net book value of fixed assets held under finance leases are as follows;

Telecommunications equipment
Motor vehicles

14 INVESTMENTS IN A SUBSIDIARY

Unlisted investment, at cost (note (a))
Amount due from a subsidiary (note (b))

Provision for amount due from a subsidiary

(a)  Particulars of principal subsidiaries are set out in note 36 to the accounts.

Group

2002 2001
HK$'000 HKS'000
- 6,462
424 879
424 7,341

Company
2002 2001
HK$'000 HKS'000
113,115 113,115
784,437 296,718
(275,000) -
622,552 409,833

(b)  The amount due from a wholly-owned subsidiary is unsecured, interest free and has no fixed terms of repayment but repayment is not
expected to be within twelve months from the balance sheet date.
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15 INVESTMENTS IN ASSOCIATED COMPANIES

Group
2002 2001
HKS$'000 HK$’000
Share of net assets 2,444 2,228
Particulars of principal associated companies are set out in note 37 to the accounts.
16 OTHER LONG-TERM INVESTMENTS
Group
2002 2001
HK$'000 HKS$'000
Unlisted shares, at cost less amounts written off 14,178 14,178
Club debentures 4,762 4,765
Others, unlisted (note (a)) 327,892 247,733
346,832 266,676

(a)

This includes an amount of HK$247,733,000 invested by the Group in a telecommunications project in Guangdong province in the
PRC. This investment has been undertaken on behalf of the Group by a related party, China Motion Netcom Services Co. Ltd (formerly
known as China Motion Mobile Telecom Services Co. Ltd) (“CM Netcom”). CM Netcom is a minority shareholder of a subsidiary. The
amount is repayable by CM Netcom to a subsidiary of the Company before or upon expiry of a service agreement between that
subsidiary and CM Netcom in March 2004, HK$40 million has been repaid subsequent to the year ended 31 March 2002 on 11 July

2002.

During the year, the Group provided HK$80,159,000 as capital expenditure funding to CM Netcom for developing CM Netcom's VolIP
long distance call services business. The capital expenditure funding is repayable on demand and the directors expect that the funding
will be fully repaid by CM Netcom within 5 years after the date of entering the VolP service agreement on 16 October 2001. In the

opinion of the directors, no demand for repayment is expected within twelve months from the balance sheet date.
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17 INVENTORIES

Group
2002 2001
HK$'000 HK$'000

Finished goods 8,248 7,063

As at 31 March 2002, the carrying amount of inventories that are carried at net realisable value amounted to HK$7,972,000 (2001:
HKS6,193,000).

18 RECEIVABLES AND PREPAYMENTS

Group ‘ Company
2002 2001 - 2002 2001
Note HK$'000 HK$'000 HK$'000 HK$'000
Trade
Trade receivables, net of provision 18(a), 32(b) 316,419 273,436 - -
Non-trade
Due from:
Subsidiaries - - 2,903 586,390
Associated companies . 18{b) 16,503 7,280 - -
Related companies 18(c) 1,717 366 - -
An investee company - 2,581 - ~
Other receivables and prepayments 32(c) 23,259 106,447 - 4
357,898 390,110 2,903 586,394
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18 RECEIVABLES AND PREPAYMENTS (continued)
{a)  The ageing analysis of the trade receivables as at 31 March 2002 is as follows:

2002 2001

HK$'000 HK$'000

0 - 30 days ' : 36,600 49,348

31 - 60 days ) 26,177 35,269

61 - 90 days 15,722 29,390

Over 90 days : 237,920 159,429

Total 316,419 273,436

The Group has a defined credit policy. The general credit term is 30-60 days. The trade debtors with ageing over 61 days comprise

amounts due from China Motion Telecom Holdings Limited (“CMTH") and its subsidiaries, all are related parties of the Group, totaliing
HKS$243,441,000 (2001: HK$176,398,000). The information in respect of the total outstanding trade receivables due from such

related parties as at year end has been disclosed in note 32(b}.

{b) As at 31 March 2002, the amounts due from associated companies are unsecured, interest-free and have no fixed terms of

repayment.

(c) As at 31 March 2002, the amounts due from related companies are unsecured, interest-free and have no fixed terms of repayment.

Group
2002
HKS$’000

Equity securities, listed in Hong Kong at market value 1,107

2001
HK$'000

2,940
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20 BANK AND CASH BALANCES - GROUP

(a) Included in bank and cash balances of the Group is HKS70,511,000 (2001: HKS61,217,000) which represents bank balances
denominated in Renminbi placed with banks in the PRC. Renminbi is not a freely convertible currency.

(b) Included in bank and cash balances of the Group are fixed debosits with financial institutions amounting to HK$35,327,000 (2001:
HKS$125,811,000). The weighted average effective interest rate on fixed deposits for the year ended 31 March 2002 was 2% (2001:

4.37%).

21 TRADE AND OTHER PAYABLES

Trade
Bills payable
Trade payables
Advance subscription fees received

Non-trade
Due to:
Subsidiaries
Associated companies
An investee company
Directors
Other payables and accrued liabilities

Note

21(a)

21(b)

32(d)

Group Company
2002 2001 2002 2001
HK$'000 HKS$'000 HK$'000 HK$'000
1,999 341 = -
59,943 65,022 - -
14,969 25,389 - -
- - = 113,001
7,859 65,563 = -
5,272 . - -
97 555 - -
90,161 127,564 962 1,805
180,300 284,434 962 114,806
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21 TRADE AND OTHER PAYABLES (continued)
(a)  Trade payables
The ageing analysis of trade payables as at 31 March 2002 is as follows:

2002 2001

HK$’000 HKS'000

0 - 30 days 24,795 14,775
31 - 60 days 8,506 5,453
61 - 90 days : + 6,431 512
Over 90 days . 20,211 44,282
Total 59,943 65,022

(b) As at 31 March 2002, amounts due to associated companies are unsecured, interest-free and have no fixed terms of repayment. The
balance mainly represents rental fee on telecommunications equipment payable to an associated company.

22 BORROWINGS

Group

2002 2001
Note HKS$'000 HKS'000

Non-current
Bank loans - secured 23 96,476 116,948
Obligations under finance leases ’ 24 138 391
96,614 117,339

Current

Trust receipt loans - secured - 2,893
Bank loans — secured 23 30,335 22,604
Obligations under finance leases 24 208 1,773
30,543 27,270
Total borrowings 127,157 144,609




*  Notes to the Accounts

23 BANK LOANS - SECURED

Group
2002 2001
HKS$'000 HKS'000

Secured bank loans are repayable:

— within one year (included in current liabilities) 30,335 22,604
- between one and two years 19,578 19,022
- between two and five years 34,746 44,255
— over five years 42,152 53,671
96,476 116,948
126,811 139,552

The bank loans are secured by the Group's investment properties, leasehold land and buildings and certain bank deposits, and are
repayable by monthly instalment. The maturity date for the last instalment is August 2013. The weighted average effective interest rate for
the year ended 31 March 2002 was 5.08% per annum (2001: 8.79% per annum) and the interest rate exposure of the bank loans of the
Group was as follows:

Group
2002 2001
HK$'000 HKS'000
At floating rates
- Hong Kong dollar denominated loans 123,249 135,545
- US dollar denominated loans 3,562 4,007
126,811 139,552

o)

-
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24 OBLIGATIONS UNDER FINANCE LEASES

As at 31 March 2002, the Group’s finance lease liabilities were repayable as follows:

Group
2002 2001
HK$’000 HKS'000
Within one year 257 1,975
In the second year 172 314
In the third to the fifth year - 172
429 2,461
Future finance charges on finance leases ) (83) (297)
Present value of finance lease liabilities 346 2,164
The present value of finance lease liabilities is as follows:
Group
2002 2001
HK$'000 HKS'000
Within one year (included in current liabilities) 208 1,773
In the second year 138 253
In the third to the fifth year - 138
138 391
346 2,164
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| 25 SHARE CAPITAL

Authorised:

1,040,000,000 ordinary shares of HK$0.75 each

Ordinary shares of HK$0.75 each

At 1 April
Issue of shares
- placement

- rights issue

- share option scheme (note (a))

At 31 March

Company
2002 2001
HK$’000 HK$'000
780,000 780,000

2002

Number Issued and Number Issued and
of shares 'fully paid of shares fully paid
HK$'000 HKS$'000
525,475,573 394,107 375,330,459 281,498
- - 45,000,000 33,750
- - 105,095,114 78,821
- - 50,000 38
525,475,573 394,107 525,475,573 394,107
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25 SHARE CAPITAL (continued)

(a)

(b)

Share option scheme

Pursuant to an ordinary resolution passed on 18 March 1998 and subsequentl); modified pursuant to ordinary resolutions passed on
19 February 2000 and 2 February 2001, a share option scheme known as “China Motion Employees’ Share Option Scheme” (the
“Scheme”) was adopted. A committee comprising directors of the Company who were duly appointed by the board of directors is
authorised to grant options to eligible employees including executive directors of the Company to subscribe for shares not exceeding
10% of the issued share capital of the Company.

The movements of share options under the Scheme during the year were as follows:

Balance Options - Options Options Balance

outstanding granted exercised lapsed outstanding

Exercise as atl - during during during as at 31

Date of grant price April 2001 the year the year the year March 2002
HK$

29 June 1998 0.751 587,059 - - - (102,993) 484,066

19 August 1999 2.00 1,879,620 - - (406,822) 1,472,798

25 February 2000 3.19 1,091,725 - - - 1,091,725

17 October 2000 1.22 4,127,441 - - (599,936) 3,527,505

20 March 2001 0.75 33,600,000 - . - (7,400,000) 26,200,000

28 January 2002 0.75 - 1,850,000 - - 1,850,000

41,285,845 1,850,000 B (8,509,751) 34,626,094

The aforesaid share options are exercisable at any time after the date of grant and before the tenth anniversary of the date of grant.
Exercise in full of all outstanding share options would result in the issue of an additional 34,626,094 ordinary shares with estimated
proceeds of HK$32,133,000.

Warrants

On 1 April 2000, 55,804,270 units of unlisted warrants were issued to certain third parties as part of the consideration for the
acquisition of additional interests in CM Mobile Telecom Holdings Limited, a wholly-owned subsidiary of the Company. The warrants
confer the holders the right to subscribe for 55,804,270 new fully paid shares in the Company at an initial subscription price of
HK$2.184 per share at any time from 1 April 2000 and subsequently adjusted to HKS2.12 per share on 23 January 2001 up to and
including 31 March 2004. Exercise in full of all outstanding warrants would result in the issue of an additional 55,804,270 shares with
estimated proceeds of HK$118,305,000. No warrants were exercised during the year.
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26 NON-DISTRIBUTABLE CAPITAL RESERVES

Group
2002 2001
Reserves Capital  Enterprise Reserves Capital  Enterprise
Share on Exchange redemption  expansion Share on  Exchange redemption  expansion
premium consolidation reserve reserve reserve Total premium  consolidation reserve reserve resenve Total

HK$'000  HK$'000  HKS000  HKS000  HKS'000  HK$'000  HKS'000 - HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

At L Aprl 455,573 4,900 1,697 450 54,439 517,050 264,726 4,900 1,343 450 40,748 312,167
Transler lrom

retained profits - - - .- 13,892 13,802 - - - - 13,691 13,691
Issue of shares, ) .

net of expenses - - - - - - 190,847 - - - - 190,847

Exchange differences

arising from investments

in PRC subsidiaries - - - - - - - - 354 - - 354
AL 31 March 455,573 4,900 1,697 450 68,331 530,951 455,573 4,900 1,697 450 54,439 517,059
Company

2002 2001

Capital Capital

Share redemption Share redemption
premium reserve Total premium reserve Total
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000
At 1 April 455,573 450 456,023 264,726 450 265,176
Issue of shares, net of expenses - - - 190,847 - 190,847
At 31 March 455,573 450 . 456,023 455,573 450 456,023

Enterprise expansion reserve represents a PRC statutory reserve set up by the operating subsidiaries in the PRC. Upon approval of the
relevant PRC authorities, the enterprise expansion reserve may be used for increasing the registered capital.

@
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27 CONTRIBUTED SURPLUS

Company
2002 2001
HK$'000 HK$'000
Brought forward and carried forward 52,854 52,854

The contributed surplus of the Company, which arose from a corporate reorganlisation in March 1995 represents the difference between the
nominal value of the Company’s shares issued in exchange for the issued ordinary shares of China Motion Holdings Limited and the value of
net assets of the underlying subsidiaries acquired as at 31 March 1995. Under the Companies Act 1981 of Bermuda (as amended), a
company may not 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; (i) 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. On 6
September 1996, HK$9,344,832 was transferred to share capital upon a special bonus issue. At Group level, the contributed surplus is
reclassified into its components of reserves of the underlying subsidiaries.

~
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28 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(a)

Reconciliation of loss before taxation to cash outflow from operating activities:

Loss before taxation
Depreciation of owned fixed assets
Depreciation of fixed assets held under finance leases
Impairment loss on fixed assets
Amortisation of goodwill
Write—off of goodwill
Deficit on revaluation of investment properties
Share of profits before taxation of associated companies
Net (gain)/loss on disposal of fixed assets
Gain on dilution of interests in subsidiaries
Loss on disposal of subsidiaries
Loss on disposal of other investment
Loss on disposal of associated companies
Interest paid
Interest element of finance leases
Interest received
Dividend received from listed investments
Changes in working capital
(Increase)/decrease in inventories
Increase in trade receivables, other receivables
including amounts due from associated companies,
related companies, an investee company, diminution in
value and loss on disposal of marketable securities
Decrease in trade payables, other payables and

accrued liabilities, bills payable, advance subscription fees

received including amounts due to associated companies

Cash outflow from operating activities

2002 2001
Note HK$'000 HK$'000
{115,052) (221,916)
31,156 43,404
470 2,412
176,922 195,266
9,052 16,014
- 40,968
13,842 2,910
(216) (6,778)
(33,999) 651
- (2,666)
" 28 (c) 26,328 -
= 150
- 2,378
7,321 14,934
194 442
(1,834) (6,556)
- (73)
(1,185) 30,085
(60,004) (127,641)
{103,283) (19,149)
{50,288) (35,165)
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28 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT (continued)

(b)

Analysis of changes in financing during the year

At 1 April
Dilution of interest
in subsidiaries
Issue of new shares
Share of profits/(losses)
by minority shareholders
Cash outflow from financing
Capital contribution from
minority shareholders
Disposal of subsidiaries (28(c))
Dividends paid to
minority shareholders
(note 28(d)ii))
Acquisition of subsidiaries

Loans and obligations

At 31 March

Share capital Minority interests under finance leases
2002 2001 2002 2001 2002 2001
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
394,107 281,498 57,506 72,447 141,716 174,027
- - - 3,914 - -
- 112,609 - - - -
- - 1,741 (28,333) = -
- - - - {14,559) (32,311)
- - 773 9,360 - -
- - 727 - - -
- - (11,683) - - -
- - - 118 - -
394,107 394,107 49,064 57,506 127,157 141,716
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28 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT (continued)

(c)

(d)

Disposal of subsidiaries

2002
HK$'000

Net assets disposed of:
Fixed assets , ‘ : 13,761
Trade and other receivables 26,630
Cash and bank balances 1,061
Other payables and accruals {851)
Minority interests 727
41,328
Loss on disposal (26,328)
Satisfied by cash 15,000
Net inflow of cash and cash equivalents 13,939

Major non-cash transactions

(i} Pursuant to the VoIP Services Agreement entered into between Shenzhen Motion Mobile Telecom Services Co. Ltd. (“SMMT"), a
90% owned subsidiary of the Group, and CM Netcom, a wholly-owned subsidiary of CMTH, SMMT has agreed to provide CAPEX
funding to CM Netcom for developing CM Netcom’s VolIP long distance call services business. CAPEX funding provided to CM
Netcom by the Group during the year amounted to HKS80,159,000. Within all, HKS$24,299,000 was provided to CM Netcom by
cash and the remaining balance of HK$55,860,000 was provided through current account with CMTH.

(i) During the year, SMMT had declared dividend amounted to HKS116,830,000. Among all, HKS11,683,000 was paid to CMTH, a
minority shareholder of SMMT. The amount was settled through a current account with CMTH.
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29 CASH AND CASH EQUIVALENTS

Bank and cash balances
Trust receipt loans

30 CONTINGENT LIABILITIES

As at 31 March 2002, the Group and the Company had contingent liabilities not provided for in the accounts as follows:

Guarantees in respect of banking facilities
of subsidiaries
Guarantees to suppliers in respect of purchase
of telecommunications equipment
Guarantees given to third parties against
non-performance of contractual
obligations by subsidiaries

‘Group
2002 2001
HK$'000 HKS$’000
- 20,108
35,474 28,700

Group
2002 2001
HK$'000 HK$'000
111,804 202,401
- (2,893)
111,804 199,508
Company
2002 2001
HK$'000 HKS'000
275,131 275,131
- 20,108
31,474 25,700
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31 COMMITMENTS

As at 31 March 2002, the Group had the following commitments:

(a) Operating lease commitments

(i)  The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

In respect of land and buildings, including
transmission sites:
Within one year ‘
Between two and five years
More than five years

In respect of leased lines:
Within one year
Between two and five years

(b) Capital commitments for purchase of fixed assets

Contracted but not provided for
Authorised but not contracted for

Group
2002 2001
HK$’000 HK$'000
23,014 38,987
17,237 13,326
1,635 2,930
41,886 55,243
27,110 49,997
10,419 50,749
37,529 100,746

Group
2002 2001
HK$'000 HK$'000
17,354 5,691
36,955 69,005
54,309 74,696
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32 RELATED PARTY TRANSACTIONS

(@) In addition to that disclosed in note 16(a), the Group had the following transactions with related parties, including minority shareholders
of subsidiaries which were carried out in the normal course of business and on terms arranged by or between the parties during the

year:

Income/{expenses)
Rental payable to a related party (note (i)

Significant transactions with associated companies
Wanbao Telecom (H.K.) Company, Limited
Purchase of ISP business
Purchase of fixed assets
Network service fee
Goodfine Holdings Limited
Network service fee

Significant transactions with minority shareholders of subsidiaries
CMTH
Sale of microwave telecommunications equipment
Net sales of pagers and telecommunications equipment
Maintenance service income
Leasing income
Airtime income
Commission income
Recharge of paging service expenses, operator’s cost and dataline rental
Dataline expenses
Shenzhen China Motion Telecom United Company (“SCMTU")

Sales of telecommunications equipment

2002
HK$'000

{316)

61,495
619
14,332
9,342
2,640
(6,902)

{1,101)

5,073

Group

2001
HK$'000

(1,546)

(7,183)
(2,817)
(622)

(2,220)

11,239
35,307
26,579
2,640
727
(33,714)
(1,121)

5073



32 RELATED PARTY TRANSACTIONS {continued)

(b)

2002
HKS$'000
CM Netcom
Provision of technical consultancy and maintenance services 131,070
First Active
Disposal of subsidiaries : 15,000
Note:

Group
2001
HKS$'000

184,261

(i) This represents rental paid to Liking Industrial Limited, a company beneficially owned by a director of the Company in respect of a property

utilised by the aforesaid director.

As at 31 March 2002, outstanding trade receivables due from minority shareholders of subsidiaries are as follows:

Group
2002 2001
HK$'000 HKS'000
CMTH 32,401 50,063
CM Netcom 166,721 100,933
SCMTU 68,756 65,469
267,878 216,465

~J4
b
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32 RELATED PARTY TRANSACTIONS (continued)

{c) As at 31 March 2002, outstanding non-trade receivables due from minority shareholders of subsidiaries

are as follows:

Group
2002 2001
HK$’000 HKS'000
CMTH - 21,540
SCMTU - 12,692
China Motion Internet Services Limited - 3,768
Sheen Line Investments Limited - 9,750
Red Flag Finance Limited - 5,850
o Brilliant Eagle Group Limited - 1,950
Portishead Holdings Limited - 780
Double Happy Limited - 585
Money Concept Investment Limited - 3,315
- 60,230

(d)  As at 31 March 2002, outstanding non-trade payables included payables to minority shareholders of subsidiaries are as follows:

Group
2002 2001
HK$'000 HKS'000
CMTH - 2,921
Guangdong Mobile Communication Company Limited 827 827
SCMTU - 1,160
CM Netcom - 13,185
827 18,093

33 ULTIMATE HOLDING COMPANY
The Company is a subsidiary of Goldtop Holdings Limited, a company incorporated in the British Virgin Islands, which is also regarded by
the directors as being the ultimate holding company.
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34 POST BALANCE SHEET EVENTS .

On 28 May 2002, a sale and purchase agreement (the “Agreement”) was entered into between China Motion Telecom (HK) Limited, a wholly-
owned subsidiary of the Group, and Telecom Digital Data Limited (the “Purchaser”). Under which, the Group would dispose of its business of
operating paging networks and providing paging services in Hong Kong presently carried on by the Group and, where the context permits,
shall include the Business Assets (the “Business”) to the Purchaser.

Under the term of the Agreement, the Business shall include the licences, the equipment and other benefits of the subscriber contracts,
sites contracts and the Agreement.

The consideration for the disposal of the Business would be equal to the total gross revenues (and pro rata where necessary) of the
Business that are actually received by the Purchaser from the subscribers for the paging services provided to the subscribers for the
months of June, August and October 2002,

35 APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors on 22 July 2002.

36 PRINCIPAL SUBSIDIARIES

The principal subsidiaries as at 31 March 2002 are as follows:

Country/
place of Particulars of Percentage
establishment/ issued share capital/ of effective
Name operation registered capital equity held* Principal activities
Best Class International Hong Kong 2 ordinary shares 100% Property holding
Limited of HKSI.QO each
China Motion Data System Hong Kong 2 ordinary shares 100% Property holding
Limited of HK$1.00 each -
China Motion Holdings British Virgin 100 ordinary shares 100% Investment holding
Limited Islands of US$1.00 each
ChinaMotion NetCom Hong Kong 2 ordinary shares 100% Provision of {ong distance

(Asia) Limited of HK$1.00 each call services
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36 PRINCIPAL SUBSIDIARIES (continued)

Name

ChinaMotion NetCom
(Canada) Ltd.

China Motion Properties
Limited

China Motion Telecom

(HK) Limited

China Motion United
Telecom Limited

CM Concept Holdings
(China) Limited

CM Concept (HK) Limited

CM Tel (HK) Limited

CM Tel (USA) LLC

Eagle Heights Limited

Country/
place of
establishment/
operation
Canada

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

United States

British Virgin
Islands

Particulars of
issued share capital/
registered capital

1 ordinary share
of C$1.00 each

2 ordinary shares
of HKS1.00 each

1 million ordinary shares

of HK$1.00 each

66.8 million ordinary shares
of HKS1.00 each

100 ordinary shares

of HK$1.00 each and

500 non-voting deferred shares
of HK$10,000.00 each

2 ordinary shares
of HKS1.00 each

2 ordinary shares
of HK$1.00 each

US$10,000

1 ordinary share
of USS$1.00 each

Percentage
of effective
equity held*
100%

100%

100%

70%

100%

100%

100%

100%

100%

Principal activities

Provision of long distance
call services

Property holding

Trading of pagers and
the provision of paging
services

Investment holding and
provision of roaming
trunked radio services

Investment holding and
trading of
telecommunication

products and equipment

Retail business

Provision of long distance

call services

Provision of long distance

call services

Provision of long distance

call services



36 PRINCIPAL SUBSIDIARIES (continued)

Country/

place of
establishment/
Name operation

Express Lane Investment
Limited

Hong Kong

Guangzhou Motion People's Republic

Telecom Service Co., Ltd. of China

Jackie Industries Limited Hong Kong

Prime Target British Virgin
International Limited Islands

Sheen Metro Investment Hong Kong
Limited

Sheen Sino Investment Hong Kong

Limited

Shenzhen Motion Mobile
Telecom Services of China
Co., Ltd.

People’s Republic

Shenzhen Motion Telecom  People’s Republic
Service Co., Ltd. of China

Shenzhen Motion Trunked People's Republic
Radio Co., Ltd. of China

_ Particulars of
issued share capital/
registered capital

2 ordinary shares
of HKS1.00 each

HK$2,660,000

2 ordinary shares
of HK$1.00 each

1 ordinary share
of USS$1.00 each

2 ordinary shares
of HK$1.00 each

2 ordinary shares
of HKS1,00 each

US$12,000,000

RMB25,000,000

Paid-up captial
US$5,000,000
Registered capital
US59,000,000

Percentage
of effective
equity held*
100%

70%

100%

100%

100%

100%

90%

70%

49%

Principal activities

Property holding

Maintenance services
and provision
of telecom related

services

Property holding

Provision of roaming

paging services

Property holding

Property holding

Provision of GSM-related
services to telecom
operators in the PRC

Leasing and
maintenance for wireless
telecommunication
equipment and networks

Provision of
telecommunication
equipment leasing



Notes to the Accounts

36 PRINCIPAL SUBSIDIARIES (continued)

Country/
place of Particulars of Percentage
establishment/ issued share capital/ of effective
Name operation registered capital equity held* Principal activities
Townlink Limited Hong Kong 2 million ordinary shares 70% Provision of
of HK$1.00 each telecommunication
services and the
sale of mobile
transceivers and
related accessories
: World Sheen Properties Hong Kong 2 ordinary shares of 100% Property holding
Limited HKS1.00 each

All interests are held indirectly by the Company except for China Motion Holdings Limited which is directly owned by the Company.

The above table includes the subsidiaries of the Company which, in the opinion of the directors, principally affected the results of the year
or formed a substantial portion of the net assets of the Group. To give details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.




37 PRINCIPAL ASSOCIATED COMPANIES

The principal associated companies as at 31 March 2002 are as follows:

Name

CM Mobile Investment
Limited

Thinker Communications
Technology (HK}
Co., Limited

T-Tel Communications
Technology (HK)
Co., Limited

Wanbao Telecom
Investment Limited

! Notes to the Accounts

Country/

place of
establishment/
operation

British Virgin
Islands

Hong Kong

Hong Kong

Hong Kong

Particulars of
issued
shares held

Ordinary shares

US$1.00 each

Ordinary shares
HKS$1.00 each

Ordinary shares
HKS1.00 each

Ordinary shares
HKS$1.00 each

Percentage of

effective
equity interest
indirectly held

38%

48%

48%

48%

Principal activities

Investment
holding

Agency services

Agency services

Trading of
telecommunication
equipment and
provision of paging

network services

The above table includes the associated companies of the Group which, in the opinion of the directors, principally affected the results of the

year or formed a substantial portion of the net assets of the Group. To give details of other associated companies would, in the opinion of

the directors, result in particulars of excessive length.



Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of China Motion Telecom International Limited will be held at
Fung Shui Room, 6/F., The Marco Polo HongKong Hotel, Harbour City, Kowloon, Hong Kong on Friday, 6 September 2002 at
9:30 a.m. for the following purposes: :

As Ordinary Business

(Resolution 1) 1.  To receive and adopt the Directors’ Report and the Audited Accounts for the year ended 31 March 2002, together with
the Auditors' Report thereon,

2. To re-elect the following Directors retiring under Bye-law 85(2) and by rotation under Bye-law 86(1):

(Resolution 2) (i)  Dr. HO Chung Tai, Raymond

(Resolution 3) (i)  Mr. CHAN Wai Lun

(Resolution 4) {ii)  Mr. LI Yi Sheng

{Resolution 5) (iv)  Mr. YUNG Yung Cheng, Frank

{Resolution 6) 3. To authorise the Directors to fix the Directors’ remuneration for the ensuing year.

{Resolution 7) 4.  To re-appoint Messrs. PricewaterhouseCoopers as Auditors of the Company and to authorise the Directors to fix their

remuneration.
5. To transact any other ordinary business.
As Special Business
To consider and, if thought fit, to pass the following as Ordinary Resolutions:
(Resolution 8) 6.  “THAT the maximum number of Directors be fixed at twenty (20) and that the Directors be authorised to appoint

additional Directors (including alternate Directors) up to such maximum number or such other maximum number as may
be determined from time to time by shareholders of the Company (the “Shareholders”) in general meeting.”



(Resolution 9)

7.

8 Notice of Annual General Meeting

“THAT:

(a)

(b}

(c)

subject to paragraph (b) of this Resolution, the exercise by the Directors pursuant to Byelaw 3(2) of the Bye-Laws
of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to purchase
its own issued ordinary shares of HKS0.75 each in the capital of the Company (the “Shares”) on The Stock
Exchange of Hong Kong Limited (the “SEHK") and the Singapore Exchange Securities Trading Limited (the “SGX-
ST") or any other stock exchange on which the Shares are listed at any time, upon such terms and conditions and
for such purposes as the Directors may in their absolute discretion deem fit, and subject to and in accordance
with all applicable laws and regulations for the repurchase of the Shares, be and is hereby generally and
unconditionally approved;

the aggregate amount of the Shares to be purchased pursuant to the approval in paragraph (a) above shall not
exceed ten per cent. (10%) of the aggregate amount of the share capital of the Company in issue as at the date of

the passing of this Resolution and the said approval shall be limited accordingly; and

for the purposes of this Resolution, “Relevant Period” means the period from the passing of this Resolution until
whichever is the earlier of:

(i) the conclusion of the next Annual General Meeting of the Company;

(i)  the expiration of the period within which the next Annual General Meeting of the Company is required by law
to be held; or

(iii)  the time upon which the authority set out in this Resolution is revoked or varied by ordinary resolution of the
Shareholders in general meeting.”



Notice of Annual General Meeting

(Resolution 10) 8. “THAT:

{a)  subject to paragraph (b) of this Resolution, the exercise by the Directors pursuant to Bye-law 12 of the Bye-Laws
of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to issue and
allot additional Shares be and is hereby generally and unconditionally approved;

(b) the aggregate amount of share capital to be issued and allotted or agreed conditionally or unconditionally to be
issued and allotted by the Directors pursuant to the approval in paragraph (a) of this Resolution, otherwise than
pursuant to (i) a bonus issue; (i) an issue of Shares upon the exercise of rights of subscription or conversion
under the terms of any warrant; or {iii) an issue of Shares under any option scheme or similar arrangement for the
grant or issue to Directors or employees of the Company and/or any of its subsidiaries and/or any of its
associated companies of Shares or rights to-acquire Shares, shall not exceed twenty per cent. (20%) of the
aggregate amount of the issued share capital of the Company as at the date of the passing of this Resolution, and
the said approval shall be limited accordingly; and

(c) for the purposes of this Resolution, “Relevant Period” means the period from the passing of this Resolution until
whichever is the earlier of:

(i) the conclusion of the next Annual General Meeting of the Company;

(i) the expiration of the period within which the next Annual General Meeting of the Company is required by law
to be held; or

(i) the time upon which the authority set out in this Resolution is revoked or varied by ordinary resolution of the
Shareholders in general meeting.”

(Resolution 11) 9.  “THAT conditional upon the passing of Resolutions 9 and 10 of the notice convening this meeting, the general mandate
granted to the Directors to exercise the powers of the Company to allot and issue additional Shares pursuant to the
resolution set out in Resolution 10 of the notice convening this meeting be and is hereby extended by the addition
thereto of an amount representing the aggregate amount of Shares which has been purchased by the Company pursuant
to the exercise by the Directors of the powers of the Company to purchase such Shares, provided that such amount
shall not exceed ten per cent. (10%) of the aggregate amount of the share capital of the Company in issue as at the
date of the passing of this Resolution.”

By Order of the Board
KWOK Mei Fan

Company Secretary
31 July 2002

/o



With the exception of The Central Depository (Pte) Limited and Hong Kong Securities Clearing Company Limited (who may appoint more than two proxies), a
member of the Company entitled to attend and vote at the above meeting is entitled to appoint no more than two proxies to attend and vote on his behalf and
such proxy need not be a member of the Company.

To be valid, the instrument appointing the proxy or proxies together with the power of attorney or other authority, if any, under which it is signed, or a
certified copy of such power or authority, must be deposited with the Company's share transfer agent/registrar as follows:

(i) in the case of those members registered on the principal register: at the office of the Company's Singapore share transfer agent, Barbinder & Co Pte
Ltd at 8 Cross Street, #11-00 PWC Building, Singapore 048424; and

ii) in the case of those members registered on the Hong Kong branch register: at the office of the Hong Kong branch share registrar, Abacus Share
Registrars Limited at 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong,

in both cases, not less than 48 hours before the meeting or at any adjournment thereof.

The Ordinary Resolution proposed in item 6 above, if passed, will empower the Directors to appoint additional Directors to the existing Board of Directors
provided that the total number of Directors does not exceed 20.

The Ordinary Resolution proposed in item 7 above, if passed, will, subject to any applicable laws and regulations, empower the Directors from the date of the
above meeting until the next Annual General Meeting to exercise the power of the Company to purchase the Shares up to 10 per cent. (10%) of the issued
share capital of the Company as at the date of the passing of the said Ordinary Resolution for such purposes as they consider would be in the interests of the
Company. This authority will continue in force until the conclusion of the next Annual General Meeting of the Company, unless previously revoked or varied at a
general meeting of the Company.

The Ordinary Resolutions proposed in items 8 and 9 above, if passed, will empower the Directors from the date of the above meeting until the next Annual
General Meeting to issue and allot Shares up to the aggregate of (i) 20 per cent. (20%) of the issued share capital of the Company as at the date of the
passing of the said Ordinary Resolution and (ii) the total number of Shares repurchased by the Company pursuant to the authority granted to the Directors
under the Ordinary Resolution proposed in item 7 above for such purposes as they consider would be in the interests of the Company. This authority will
continue in force until the conclusion of the next Annual General Meeting of the Company, unless previously revoked or varied at a general meeting of the
Company.

An explanatory statement containing information with respect to matters set out in Ordinary Resolutions 9 to 11 of the notice of the above meeting will be
sent to all Shareholders of the Company together with the 2002 Annual Report of the Company.
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o The Board of Directors of China Motion.Telecom international Limited' (the “Company”} is

pleased to present the interim report and condensed accounts of the. Company. and its

" subsidiaries (collectively, the “Group™ for the six months-ended 30 September 2002. The

" Group's_consolidated profit and loss account; statement of changes in equity and
* consolidated cash flow statement for. the ‘six- months ended 30 Sepiember 2002, and the
. consolidated. balance sheét of the Group as.at 30 September 2002, all- of which are
unaudited and condensed along Wlth selected explanatory notes are set out on, pages 1

. to 16 of this: report.’

Turnover.

Cost of sales

Grese eroflt .

Other revenues
Distribution expenses
Administrative expenses

Revaluation deficit and provision for impairment
of fixed assets and investment properties

Operating profit/(loss)
Finance costs

Share of profits before taxation
~of associated companies

Profit/(less) before taxation

Taxation , ’

Profit/(loss) after taxation

Minority interests

Profit/{loss) attributable to shareholders
Dividends

Earnings/{loss) per share
- Basic

- Diluted

Unaudited
Six months ended
30 September

2002 2001
HK$'000 . ~ HKS'000
353 658 . 378,743
' [239,459) ©(204,611)

114,199 174,132
20,165 . . 11,977,
(3,682) - {9,188)

{115,412) (138,310)
- (188,632)
15,270 (150,021)
(2,771) {4,746)
853 208
13,352 " {154,559)
(6,120) - (8,333)
7 232 (162,892)
(2,093) ‘12,‘559
5,139 ' (150,333)
HKO0.98 cents - HK(28.61) cents
N/A N/A




. Goodwul!

. Fixed assets - - o
Investment in assouated compames

- Qther long-term investments -

Current assets
Inventories -
Receivables and prepayments .
Marketable securities
Pledged ‘bank deposits

- Bank and cash balances

* Current liabilities o
Trade and other payables
Taxation payables = -
“Borrowings and overdrafts

© Net current assets
Totai assets less current liabilities:

Financed by:
Share capital

- Non-distributable capital reserves ,

Accumulated losses
Shareholders’ funds .
Minority interests
Non-current liabilities

Borrowings

Trade payable
Deferred taxation

As at 30 September 2002 and 31-March 2002 ..

Audited

Unaud!ted.
30 Septemberﬂ .o 31:-Mareh
S 2002 2002 .
. Note. “'V-HKS’ooo,‘ HKS 000
g o BIIL- - 10,298 ¢
9 286184 . 264,232
S . 28,297 2,444
306.645 . . 346.832
: 6,858 - 8248
100 - 429,593 - 357,898 .
o 'sas 1,107
;. 8,923 6,355
117,544 111,804
563,461 485,412 R
N 21»7.;005 7’180,300 o
N 7,843 7,360
12 67,903 30,543
' 292,751 518,203
270,710 267,209
897,607 891,015
394,107 394,107
530,951 - - 530,951
(174,928) (180,067)
750,130 744,991
50,981 49,064
12 91,932 96,614
14 4,168 T
» 346 346
96,496 96,960
897,607 891,015



. For the six:months ended 30 September 2002

Baianée a‘t>1'_April 2002
.. Profit for the period

* Balance at 30 Septembier 2002 ‘

 Balance at 1 April 2001
Loss for the period ‘

Balance at 30 September 2001

 Unaudited
" Non- ‘

" distribitable

shafe e
“rcapital

HK$'000

394,107

. capital
‘reserves

© HKS$'000

530,051

" Accumulated

- losses
C HKS‘OOO

(180,067}

© 7 Total

HK$'000

- 744,991
5139 .

394,107

530,051

v 5,139

| (174,928) .

394107

517,059

- (150,333)

U 35.212)

750,130

| 875,954
- (150,333) .

394,107

517,059

(185,545)

725,621




L For.the six months ended 30 September '2002

o Cash'outfio'w frbn{"operéting acti\'/itiés'f'* o

Cash flows from mvestmg actrvmes
‘,Loan to. an -associated company ", .
B Receapt from repaymerit of other
long-term investments
. "Purchase- of fixed' assets
" Net proceeds from dlsposa! of
dlscontmued operation

o ,Proceeds from disposal of: fixed assets o

K ‘lncrease in pledged bank deposﬂs
Net cash outflow from lnvestmg acthtles

‘ Cash ﬂows from ~f|nancmg activities .
" Draw-down of revolving loan =~
Repayment of bank loans
Repayment of capital element
~of finance jeases

Net cash inflow/{outflow) from
financing activities

’Cash and cash equnvalents at the
‘ beginning of pen_qd

Cash and cash equivalents
at the end of periqd

Analysis.of balances of cash
and.cash equjvalents:
‘Bank and cash balances
~ Bank overdrafts

. . 'Net decrease in cash and cash equwalents .

U'naudltéél
- 8ix months ended .

.30 Septem_ber

- 2001

72002 _ S
. HK$000 HKS'OOO -
_(10 806) (87 783
(25,000) ,_
- 40,187 ST
(20,449) (16,616)
1,150 -
: 56 . 815
(2,568) -
(6 624) (15, 801)
28,000 S
(13,403) (10,657)
(864) (646)
13,733 (11,303}
- {3,697} . . (1,14,887) ,
" 111,804 199,508
108,107 84,621
117,544 84,621
(9,437) N
108,107 84,621




’Basls of preparatnon and accountmg polmes

‘These unaudlted consohdated condensed accounts are prepared in accordance wnh Hong Kong
~Statement of Standard Accountmg Practtce (“SSAP" ) 25, “Interlm Fmancnal Reportmg ISSUEd by
the Hong Kong Somety of Accountants . .

These condensed accounts should be read in conjunctaon with the 2002 annual accounts

" The accountmg polu:les and methods of computation- used in the preparatlon of these condensed

- accounts are consistent with those used in the annual accounts for the year ended 31 March

2002 except that the. Group has adopted the.new SSAR 33 “Discontinuing Operations” and SSAP ‘
34 “Employee Benefits” which became effective on 1 January 2002. The adoption of these new
_SSAPs has no material effect on the Group s results .

Segmental |nformatlon

The Group is pnncnpally engaged in telecommumcatlons networks mobne related services' and
dlstrlbutlon and retail chain.

An analysis of :the Group's revenue and results for the period by busmess and geographlcal
'segments is as follows:

(a) Primary reporting format - business segments

{Unaudited)
) Six months ended 30 September 2002
Telecom-  Mobile Distribution )
munications  related and retal  Other Discontinued Unallocated .
networks  services chain operations operations items Group
HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS$'000 - HKS$'000
Turnover 20§,926 48,820 73,183 56 20673 - 353,658
Segmental profit/floss) 10205 17,246 (4195} 114 28890 . (37,527) 14,823
Nt finance ¢osts o . ’ 12,324}

Share of profits before
faxation of associated

companies 853
Profit before taxation : . 13,352
Taxation : ‘ {6,120}
Profit after taxation ‘ ’ B 7,232
Winority interests (2,093}
Profit attributeble to ) ‘

shareholders ) ' 5,139



2 Segmental information (continued) S

y '(a)v Primary rebortfhg"fwmat - business Segrfiénts (c‘o'ntin‘ued)

(b)

(Unaudited)

“Turnover

Segmental profit/(lbss) ‘ ’

Net finance costs -
Share of profits before

taxation of associated -

companies

Loss before taxation
Taxation

Loss after taxation
Minority interests

" Six. manths en

ded 30 Septerber 2001

Loss attributable to shareholders:

Secondary reporting format ~ geographical segments

(Unaudited)

People's Republic of China

{“PRC")
Hong Kong
Canada and USA

Unallocated items

Six months ended 30 September

o Tekoom - Moble  Distrbuion - ,
“mgunicaﬁons- - felated and refall [ Other- Discontinued - Unaflocated - ) ‘
. Tetworks " - senvices chain  aperations’ ~ operations items Grop - *
©OHKS000 - HKSD00". . HKS000 .- HKSOOD - HKS'000  HKSO00  HKS'000 -
118866 7I514 98083 9409.  B08TL° - - 378743 -
(13685 49151 9731 a7 952 (153870 (151,447) ..
: oo - © 13,3201
2
1154539)
. 1833)
{162,892)
12,559
{150,333)

Turnover Segmental profit/(loss)

- 2002 . 2001 2002 2001
HK$'000 HK$'000 HKS'000 . HKS'000
61,226 153,340 29,319 18,014
227,670 220,665 22,411 (16,319)
64,762 4,738 620 728
353,658 378,743 52,350 2.423 ’

- - (37,527)  (153,870)
353,658 ' 378,743 14,823 (151,447)

Q



. 3 Operating préfit/(lossj,- S

Operating profit/lioss) is stated after crediting and charging the following:

. Orediting

. Dividend income from listed securities ’
Gain on disposal of‘discoht‘mued operation

Chargihg

Depreciation of fixed assets
_ Amortization of goodwill -
“Cost of'inventories sold
Provision for doubtful debts }
Pfoyision for slow moving inventories
‘Impairment of fixed assets '
- continuing operations
- discontinued ‘operation

Staff costs

Wages and salaries
Termination benefits
Pension costs - defined contribution benefits

Six m"onth\s ended
.30 September -

172002 02001

" HK$'000' | HK$'000 -
.5 -
15,902 -
14,603

4,527 4
150,239 . 48,892
o748 R

1,108 -

- 184,016

19,859

4,525

4616

Six months ended
30 September

2002 . 2001
HK$'000. " HKS'000
52,475 . 75920
4,928’ 2,080

3,519 4,689
82,689

60,922



) Taxa'tiony B R I ENRAP T PR R

. No prowsmn for Hong Kong proflts tax has been made as there is no est|mated assessable proﬂt' S

for the period (2001; 16%) PRC taxation represents |ncome tax payable by the Groups subsldtar|es"

,operatmg in the PRC at the apphcable rates ranglng from’ 15% to 33%: Overseas taxatlon has - \

‘ been prowded for at the apphcable rate on, the estlmated assessable profxt for the penod
© " The amo_unt ‘of taxati‘o'n‘charged to the Qoneqlidated p‘roﬁt-.andjloss aeequnt r}ep»rese:nts: s

“Six mon’ths bended .
30 September

2002 2001 -

- HK$'000 -~ HK$'000

" Current taxation:

;ly-lo'ng Kong profits tax ', s : . B - ‘ 224

' PRC taxation o o - T 4778 8,109
Overseas taxation N R W [ERURN R X & (N o

Over prevision in _priof years e - h v ‘ .{1.959)‘ . ‘ -
5,120 ) 8,333

Dividends

The directors do not recommend the payment of an |nter1m dividend for the six months ended 30 N
September 2002 (2001 Nil).

Earnings/(loss) per share

The calculatron of bastc earnmgs/(less) per share.is based on the Groups profst attributable to .
shareholders of HKS5, 139 000 (2001: foss of HKSISO 333 ,000) and the welghted average of
525 475,573 ordmary shares in issué dunng the: perlod

Diluted earnings/(loss) per share for the penod ended 30 September 2002 and 2001 has.not
been presented as the conversion of potential ordinary shares to ordmary shares wouId have anti-
dilutive effect to the’ basm earnings/(loss) per share.




8

Goodwill . S

Opening net book amount™

* Amortization -

10

Closing et book amount

: Fixvecl assets -

Opening net book amount ~ * .
Additl’phs ) o
Disposals -

Depreciation -

Cloéing net book amount

Receivables and prepaymehts» .

0.- 30 days
31 - 60 days -
61 - 90 days
Over 91 days

Total

. Six months ended .

’ ~“‘30'Sevpter'nber ;
2002
HK$'000 .

© 10,298
C 0 (4.527)

5771

$ix months ended
30 September
2002

- HK$'000

264,232
- 37,649
(1,094
{14,603}

286,184

Included in receivables and prepayments are trade debtors and their ageing analysis is as follows:

30 September 31 March -

2002. . 2002
HK$'000 HK$'000
48,900 36,600
34,349 26,177
24,554 - 15,722
290,853 1237,920°
398,656 316,419

The Group has a defined credit policy. The general credit term is 30 - 60 days. The trade
debtors with ageing over 61 days is. mainly the amount due from connected parties.

©



11

'Tiadé :5n_d_ other, bé&éblgg %

# Included in trade.and other payables aré trade creditors and- their “a“gein'g analysis s as follows: -~

‘ ’so"-‘, ‘30"“d§ys' o
.."31'- 60 days
61 ~90 days

“Over 91 days -

o Total

12

‘Borrowings ‘and overdrafts

- Non-current -

Bank'loans —'s'ecured }
Obligations under finance leases

Current -

Bank overdrafts - secured -
Bank loans - secured - .

“ Obligations under finance leases

. Tgtal

.30 Septémﬁér j »:‘31‘ March

, 120'02‘.‘ s “2002   )

" HKS'000 HKS000-

29,128 ' . . 24,795
26,022 8506
19,359 - 6,431
34,781 Co20,211

109,200 59,943

30 Septer’nbef 31 March
2002 20020
Note . HK$'000 . ‘HK$'000"

- 13 . 5,466 138

13 3574 208

159,885 127,157



12 Borrowings and overdrafts {c.:-on‘t'i'r'lued}‘

- The movement inkthe,borm\)vings' and__bver,dr'aft& can.be analysed as follows;

: 8ix monihé enided

Opening balance
Additjons
Repayments _

Closing balance

At 30 September 2:002, the Group's borrowings and Qvei'draftsr(exciuding’ffinénce lease liabjlities)

were repayable a's‘follows:

' 30 September

' 2002
‘HK$'000

127,157
46,995
. (14,267)

. 159,885

30 September 31 March

' v 2002 2002

HK$'000 . HK$'000

Within one year - ) : - 64,329 30,335
In the second year . 18,238 19,578
In the third to fifth year R P : 130,145 134,746
After the fifth year ' o 38,133 42,152
150,845 126,811




~ The presen‘é value of finance lease liabilities is as fqllbws:

14

" 13 Obligations under finance leases |

Within one year
In the second year
In the third to fifth year

i Future finance charges on finance leases

Present value of finance lease liabilities

Within one year (included in current liabilities)

In the second year’
In the third to fifth year

Non-current trade payable

- As at 30 September 2002, the Groug's finance lease liabilities were repay‘able as follows:

© 30 Septemiber. 31 March
: 2002 42002 -
"HKS$'000 " HKS$'000 .
3,614 257
3,401 172
2,518 -
9,538 429
(493) (83)
9,040 346
30 September " 31 March -
2002 2002
HK$'000 HK$'000
3,574 208
3,256 138
2,210 -
5,466 138
9,040 ‘346

The amount is non-interest bearing, unsecured and not repayable within twelve manths from the

balance sheet date.



15

,’Disc'o‘nt_inued operation -~ .

On 28 May 2002, a.sale ‘and ‘purchase agreement ‘(the"‘Ag‘reernent) was entere’d" into between -

China Motien Telecom (HK) Limited, a wholly-ownad" subsrdrary of the Group, and, Telecom Digital
Data' Limited (the “Purchaser”). Under which, the Group disposed of its business of operatmg

~ paging networks and providing paglng services in Hong Kong and, where the- context permrts

inclided the Busmess Assets (the “Busmess )to the Purchaser

Under the term of the. Agreement the Business lncluded the [|cences the eqmpment and other

beneflts of the subscnber contracts and transmrssron sntes contracts

The consrderatron for the dlsposal of the Busmess would be equal to the total gross revenues
{and pro rata where necessary) of the Business that are actually received by the Purchaser from
the subscribers for the paging servrces provrded to the subscribers for the months of June, :

" August and October 2002

This operation was sold and dlscontlnued with effect from 1 June 2002. The sales results cash ",

flows and net assets of the paglng operatlon were as follows:

:8ix months ended
30 September

2002 © 2001

- HK$’000 . . HKS'000
Turnover - o : 20,673 76,399
Other revenues : : : 17 1,415
Operating costs . (7,762) . (64,788)
Impairment of fixed assets . - (4,616)
Operating profit o r 12,988 8,410
Net finance income : 4 92
Profit before taxation R S 12,992 8,502
Taxation o : CL779 . oy
Profit after taxation " : 14771 - 482
Cash inflow in respect of:
Operating activities , ' : 2,845 17,995
Investing activities ) {106} (308)
Financing activities . o 4 101
Total cash inflow o I 2,743, - 17,788



: 3'1.5: Discbntinvued.ope_i'ation {g:ontii_ﬁuyed)v i

" .Fixed assets.,
" Current assefs. .

" Total assets
Total liabilities

Net assets/(liabilties)

2002 .-

~HKS'000 . HKS000 .

1942

1,043 . 22912
Lo 12,428)

1,043 (89,5160

The‘g‘ain'o'n;d‘i'sp:osal to be‘-re“cogﬁised‘;in’ the“yevé‘r‘ endmg 311 M’ér;h 2003 is;}dete_rmiﬁ'édfas:»

- follows: - .» . -

Net assets sold ,'
" Severance payment

Proceeds from sale

" Gain on disposal of discontiriued operation
Taxation thereon o ‘

 Aftertax gain on disposal of distbhtinu’éd ‘operation
~ The net 'c'as‘h_ inflow on salé is determifed as follgws:
" Proceeds from sale

Less: accounts receivable

- advance subscription income received
severance payment’

"Net cash inflow oh 'sail‘eif

 HK$'000.

1,943
S 2,482

. 4,435
 {20,337)

[15,902)

" (15,902)

HK$'000
20,337
(9,296)

(7,399)
' (2,492)

1,150




716 Contingent liabilities -

- The Groub had coritingent ”ab",i'ﬁeéinotF"FOVi,ded‘fO\',"iﬂv the aééountsaé fc‘zllowé'f

-~ Guarantees glven to thlrd partles agamst
- non- performance of contractual
_obligations by subsrdranes s

17 Commltments

) (é), Operatmg leases commltments

" ()

30 September )
2002 .
HK$'000. -

35,874

31 March

2002

. HK$'000

35,474

At 30 September 2002 the Group had future aggregate mlmmum Iease payments under non- -

cancellab]e operatmg Ieases as. follows

In respect of fand and buildings, including transmission sites:

Within one year
In"the second to fifth year
After the fifth year

In resypect of leased lines:

Within one year
In the seccnd to fifth year

Capital commitments for purchase of fixed assets

Contracted but not pro\/ided for
Authorised but not contracted for

.31 Mérch

30 ,Sep‘t\é.mber ‘

2002 - 2002
HK$'000 . _HKS'000.

14,990 23,014

8,522 17,237

- 1,635

23,512 41,886

34,125 27,110

1,146 10,419

35,271 137529

30 September 31 March

T 2002 2002

HK$'000 HKS'000

3,540 17,354

‘ - 36,955

3,540 54,300




- 18 Related";iarty rt’ran'séeﬁd\ns :

(a) S|gmf|cant transactlons durmg the" perrod between the Group and refated partres and also ,‘
" including mrnorlty shareholders-of sybsidiaries: durmg the period, whnch were carrled out in

the normat course of busmess and on ’terms arranged by or between the partles concerned » =

’,_areasfollows PO e o

Six m‘von‘ths f:e'nd‘e‘d o
30 September

2002 2001

o . HK$'000  HKS$'000 .
_Income/{expense)
~‘Rental' payabre to arelated pary Z . o - 318)
. Srgmfrcant transactrons wrth assocrated company
Goodfine Holdlngs erlted ) R ) S
Network_ service fee . R (°% 7.
' Significant transactions with minority
" shareholders of subsrdlanes
- China Motion Telecom Holdlngs Limited ( CMTH") :
Net sales of pagers and telecommunications equipment s - . 619
Maintenance service income B - 10,004
" Leasing income . ) ‘ - 9,066
Airtime ‘income - 1,320
Recharge of paging service expenses, ' . ]
operators’ cost and dataline rental ‘ B 5,177y
Dataline expenses =~ - ' S - .(561).
’ Shenzhen China Motion Telecom United Company Limited . o .
Sales of telecomimunications equipment . © . 2,526 L 2,976
China Motion Netcom Services Co, Ltd; . ‘
" Provision of technical consultancy and ) .
malntenance services ‘ 46,515 71,514

© VolP senvice fee income . 1,142 -

" (b) Included in recelvables and prepayments is an amount due from CMTH and |ts subsidiaries of
HK$294,985, OOO



The followmg chart shows the. prmc:pal subs;dnarles and assoc1ated compames of the
Group and thelr prmmpal actlvmes ‘

[oo Tioow. 100w Jioox
CM Robile Hcldmzs ChinaMotlon NetCom CM Concept Chinakction InfoServices
Limited Holdings Limited Haldings Limited Raldings Uniited
tvestment haldng! Irvestment toking) {mestment boking! * @vestment hoiding)
100% 100% ' 100% 100%
CM Haible Chinahotion Ch Cancopt. ChinaMation
Talecom HotCorn Liniited timited infoServicos
Holdings Limitod fiwestment hokding) {mvestment hoking Limited
{vestment hoidng) . {rvestment holding)
I 100% f 100% | 100% ] 100% 100% 100% 100%
€M Mohils Chinafatian "CM el (HK)  CM Tef (USA} LLC CH Cancapt CM Concept China Mation
Telecom NetCom Holdings timited tPrawsiar of D0 servicas) Holdings {HK) Limited Telecam
{Hoirg Kong) {HK} Limited {Provsion of 00 senscas) {Chinay Limltad {Reted busnass) [HK] Limited
Company Limited (vesiment holding! fovestment hokdag and trading &f Pravisicn of mabile
Ivestmant heldog) telecom products releted sorvices)
‘ 30 equpment]
100% '
Chinaltotion
NetCom
{Asig) Limited
(Provesian of 0D senvces!
0% 7% 0%
Shenzhet Motion Giangzhou Metion Shenzhen Motion
Mobile Telocom Telzcom Telecom
Servicos Ca,, Lid, Service Co,, Ltd, Setvice Ca.. Lad.
Provson ol GSMrelated Motensncs sermcasend  {Mantsnance servcos and
serwees 1 belecom prowsion of tolecom prowsian of efecart
operatars e the PRC] related servces) related sevees)
S S
) s
Shanghal Guangzhoy
CM Concopt CM Concept

Telecom Products

RetalChain Co., Ltd, et chala for
{Retal i for tekecom prodicts it
tolcom products Southern China)
Eastarn Chna}

Rotal Chain Co., Ld.



- Diring the period under-review, the global economy still suffered from high volatility and
* poor sentiment, Under such global influences, the outlook of telecom industry, one, of the
most hard hit ‘sectors; remams pessimistic. The prevamng economlc condmons in Hong g
Kong during the same per|od was no better, as indicated by poar consumer and mvestrnent ‘

confidence-and contmued deflation. In China, however, the economy’ has proved an vt

except;on with posntwe economic growth in‘exports and foreign investments, and China is
emerging -as a new economic power ~ the “manufacturing powerhouse -of the world.
China's demand for telecom services, domesttcally and mternatlonally, has mcreased
tremendously it light of these economic changes.

For the six months ended 30 .September 2002, despite these adversities and a’slight
decrease in-turnover of 6.6%to HK$353;7~mi]Iion when compared t0.the same period
- last year, the Group stayed on course with stable development of its core businesses.
The Group's financial results turned around from a loss- attrlbutable to shareholders of
HKS$150.3 mitlion to a net profit of HK$5.1 million.

The encouraging improvement was made possible by various business strategies which
* included the expansion of DD business especially the in-bound China traffic, the introduction
of further value-added services, and consolidation of capital and staff resources.
Additionally, the discontinuance of non- -profitable businesses and the dlvestment of pagmg
operations, also helped realign the Group's operations and resources to focus on developing
its core businesses, namely, telecommumcatlons networks, mobile related services, and
distribution and retail chain.

Telecommunications Networks

This is predominantly wholesale IDD services which has shown outstanding growth. During
the period under review, the segmental turnover increased to HK$209 9 million,
representing an increase of 76.6% when compared to the same period last year.

A 91.0% rise in the turnover of IDD services to HK$204.4 million was a result of voice
traffic volume reaching an average of 106 million minutes per month. The orofit contribution
also increased from HK$28.7 million to HK$37.4 million. The gross marg[n of IDD services
continued to trend downwards due to market condltlons However, growing traffic attracted
to the Group's network as'its geographical expansion into new tocations, and an expected
increase in China-related trafﬂc worldwide will compensate for this pressure on olr gross
margin. In the near future, the newly activated regions such as Singapore, Taiwan and
Vietnam will become revenue contributors..IDD services will be our mamstay of revenue
and profit contribution. in the foreseeable future.



Mobrle Retated Serwces

For. ‘the perlod under revrew, revenue from Mobrle Vrrtual Network Operator { MVNO )
" ‘business was. reflected for the first time since its commencement rn August 2002 The
~ overali mobrle related service results, which rncluded also the mobile related services in’
‘Guangdong; reported a total revenue of HK$49 8 miltion, representrng a-30.3% deorease
‘when compared with last year. The decrease was caused by ARPU reductron in Guangdong,
.. which was in'liné with the market trend. New opportunrtres in mobrle busrnesses are
emerging as the Group contrnues o closely work wrth rts strategrc partners in Chrna
especially in the southern provinces.- . :

Within the period under review, the MVNO business in Hong Kong was: launched for a
short duration, hence only a small revenue contribution.was recorded. The-growth in
'.subscrrber base is in line with the Groups busmess plan. The Group expects the. subscrlber
base to increase by leveraging on its exrstmg cross: border strength and by: provrdrng
. rnnovatlve value- added servrces :

o Dlstrlbutlon and Retarl Cham ‘

Revenue from drstrrbutron and retarl chain operations' was HKS73 2 mrlhon representrng a
decrease of 25.4%. The decrease in revenue was. attrlbutable to poor Iocal retail market
caused by a saturated penetration rafe of the. mobr!e market and contrnued economic
recession. The Group is currently introducing more varretres of telecom products and

. value-added services, while consolidating the shops.in Hong Kong to-improve operating =

performance. Currently, there are a total of 27 CM Concept stores in. Hong Kong..

While the current consumer and retail market sentrment is still poor, the Group antrcrpates
better performance ahead through the introduction of more own brand products and
services in the shops and. better resource management :

Drscontmued Operatrons

In May 2002 the Group drsposed of its paging operatrons and retated assets as rt is
anticipated that the paging market and subscriber base will continue. to shrink -and be .
cannibalized by the mobile phone and related services. Betore drsposal pagmg operatrons
recorded a revenue of HK$20.7 million. r

The consideration for the drsposal was based on the revenue received by the purchaser

. for the months of June, August'and October The gain arising therefrom has been included
under profit before taxatron With the cessation of baging operations, the Groiip's resources
‘become more focused on the other core businesses whrch are antrcrpated to provrde
revenue growth and increasing profit contrrbutrons ) : :

o



Desplte Chma s farmal accession to the World Trade Orgamzatlon (“WTO") in December
2001, its telecom market will take stages to open.-The Group views China’s entry into
WTO wrth great énthusiasm and has’ been seekmg mvestment and co—operatlon opportumtxes
in-China such as.the prolects in: VoIP moblle and retail’ businesses. These prOJects when
they become rmplemented W|Il prowde synergy W|th the Group s exlstmg busmesses as
China's market opens up. ~

With fair amount of ground.work in place, IDD revenue is expected to increase appreciably.
In_the second-half of the_ﬁnancial year, barring unforeseen circumstances, the directors
anticipate the operations will be profitable.

The Group has always maintained a stable financial posrtron The gearing ratio remained
ata healthy Ievel of 21% as at 30 September 2002 as compared wrth 17% as. at 31
March 2002.

As at 30 September 2002, the Group had cash balance of HK$126.5 million and unutilized
banking facilities of HKS24.2 million. The Group is confident in meetlng lts future capltal
expenditure and business development requirements.

The Group has exposure to the fluctuations in Renminbi and United States dollars as
certain expenses. payable and trade. recelvables from customers are settled.in these
currencies respectlvely :



As at: 30 September 2002 the Group had a total number of 472 full hme staff Total staff o
.. cost: lncurred for the. ‘period amounted to: HKSGO 9. mllllon The Group s remunera’hon
’ pollcy has been in line wrth the’ prevalllng market prachce and remunerated lts employees
* based on performance and experience, :

In addition to salaries, the Group offets ‘a’staff benefits package to its employees,
rncludmg trammg allowance, provrdent fund and- medical-insurance. The Group also grants
share options.to certain directors of the Company and employees of the Group.

Apart from above, other, areas:which are required to be disclosed under the requirements
of paragraph 40 of Appendix 16 of the Rules Governing the Llstlng of Securities on The
Stock Exchange of Hong Kong l.lmlted (¢ Llstmg Rules”) either have no material changes
- from the lnformatlon disclosed in the annyal report of the Company for the year ended 31
March 2002 o ‘are. considered not significant to the Group's operatlons and hence’ no
additional disclosure has been made in this report

The-Company has not redeemed any of its shares during the period. Neither the Company
nor any of |ts subsrdlarles has purchased or sold any of the Company's shares durlng the
period.



At 30 September 2002 the 1nterests of the drrectors and chref executrve in the shares of
"-the Company or. any assdclated corporahons (wrthm the” meaning .of the Securmes .
* {Disclosure of Interests) Ordmance (“sDi Ordrnance ) as- recorded in the: reglster requrred

1o be kept under Section 29 of the SDI Ordmance were as follows ‘ T : )

"(a). Ordinary,Shares- -

Number of ordmary shares held

Personal B Family Corporate . Other

Interests - -Interests - ‘Interests . Interests
 HauTung Ying . = . - - 270,247,500 . -
. P S - (Note). .- :
Shui Ming Hua =+ 250,000 S = R
Chan Wailun:" =~ 267,0000 " - - e
Hu Tieju‘n S 292,000 - - -k

'Note The 270,247,500 shares are legally and beneflcrally owned by Goldtop Holdings Limited -
" " {"Goldtop™. Mr. Hau Tung Ying and his wife, Madam Ting Yat Shuk, are both directors of
Goldtop in which they hold 30,000 and 20,000 shares respectively, representlng 60%
and 40% of the entire’ lssued share capital of Goldtop.

(b) Share Options

()] In accordance with. a share option schenie known as “China Motion Employees
Share Option Scheme” (the “Share Optron Scheme") adopted on 18 March 1998,
the directors of the Company may at their discretion invite ellgrble 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, The Share Option Scheme was subsequently terminated by the Company in
a special general meeting held on 6 September 2002 but the share options granted
and not yet exercised thereunder would however remain effective and are bound by
the terms therein. ‘

22



ib)~ Share Optlons (contmued)

B (11 P On 6 September 2002 the Company adopted & new: share optlon scheme (the L

- . . *New- Share Option Scheme), -pursuant to which.the directors may at their discretion
" grant share. options to any employee, director or chief executive, supplier, salés
accountant, legal adviser, business
_ development and. technological eonsultant, substantial shareholders of the Company
“or of its subsidiaries under the terms and conditions stipulated therein. No share
‘options .have ever been granted by the Company under the New Share Option
‘Scheme smce adoptlon

" agent, customer, joint venture partner,.

In accordance thh the Share Optlon Scheme ment»oned in (i) above no share optlons-
‘were granted, exercised or cancelled. during the period. Details of the share options:
granted to the directors or eligible employees under the Share Optlon Scheme remalnmg
. outstanding as at 30 September 2002 were as. follows

Category

Directors:
Hau Tung Ying
Shui Ming Hua

Chan Wai Lun

Yang Jun

Hu Tigjun

Continuous Contract

Employees of
the Group:

Date of Qran!

- 20 March 2001
25 February 2000'

17 October 2000
- 20 March 2001

25 February 2000
17 Qctober 2000
20 March 2001

29 June 1998
25 February 2000

17 Qctober 2000 -

20 March 2001

19 August 1399
17 Octaber 2000
20 March 2001

29 June 1998

19 August 1999 .

25 February 2000
17-October 2000

20 March 2001
28 January 2002

Exercise

prige
vHKS

0.15

319
1.2
0.75

318

L2
0.7

075

319
1.22
075

2.00
1.22
0.75

0,781

2.00°

319
1.22
0.75
0.7

20/03/02 -
26/02/01

17/10/01

17/10/01

20/03/02

29/06/99 -
S11/0308
-17/03/08
- 17/63/08
20/03/02 -
28/01/03 -

19/08/00
25/02/01
17/10/01

Exercise
period

19/03/11

- 17/03/08 -
-~ 17/03/08
20/03/02 -

25/02/01 -
- 17/03/08
20/03/02 -

29/06/99 -
25/00/01 -
1710701 -
190311

19/08/00 -
17/10/01 -
20/03/02 -

19/03/11
17/03/08
19/03/11

17/03/08
17/03/08
17/03/08

17/03/08
17/03/08
19/03/11

17/03/08

19/03/11

/0112

- Yesting
period

20/03/02 - 20/03/04

N/A

N/A
20/03/02 - 20/03/04
N/A

) NA
20/03/02 - 20/03/04

N/A
WA

VA
- 20/03/02 - 20/03/04
WA

N/A
20/03/02 - 20/03/04

N/A

/&

N/A
N/A
20/03/02 - 20/03/04
28/01/03 - 28/01/08

No. of

autstanding

options
at 1 April
2002

2,000,000 -

| 378,499
432,570
2,000,000

378,499
432,570
2,000,000

257,483
252,333
288,380

2,000,000

252,333
288,380
2,000,000

226,583
1,220,465
82,394
2,085,605
16,200,000
1,850,000

:No. of
options
lapsed

Mo, of
outstanding
optians at

during 30 September

the period

97,54

[72,09)
(£,060,000)
{350,000)

2002

2,000,000

378,499
432,570
2,000,000

378,499
43570
2,000,000

267483
252,333
288,380
2,000,000

252,333
288,380
2,000,000

226,583
L2261
£2,394
2,013,509
15,156,000
1,500,000



Save as disclosed above, at no time' during the period was the Company or its holdrng

company aparty to any arrangement to énable the directars of the Company to acqulre o

benefits by means’ of the acqursrtron of shares in, or debentures of the Company or"any
other body corporate. : .

The register of substantial shareholders. maintained under Section 16(1) of the SDI
Ordinance shows that,. as at 30 September 2002, the’ Company had been notified of the
following substantial shareholders |nterests being 10%. or. ‘more: of the |ssued share
capital of the Company.

. ‘ Number of % of jssued
Name ‘ . o . .shares héld  share capital
Goldtop Holdings Limited (Note 1) - 270,247,500 : 51.43
Hau Tung Ying (Note 2} 270,247,500 51.43
Ting Yat Shuk (Note 3) 270,247,500 51.43

Notes: (1) Goldtop Holdings Limited (“Goldtop") is owned as to 60% by Mr. Hau Tung Ying and 40%
by Madam Ting Yat Shuk.
(2) Mr. Hau Tung ang is deemed to be mterested in.the 270, 247 500 shares held by
Goldtop due to his 60% direct interest in Goldtop.
(3) Madam Ting Yat Shuk is deemed to be interested in the 270,247,500 shares held by
Goldtop due to her 40% direct interest in Goldtop.

Save as disclosed above, as at 30 September 2002, no other person or corporation\rvas
recorded in the register kept by the Company pursuant to Section 16(1) of the -SD
Ordinance as havrng an interest of 10% or more of the lssued share capital of the
Company. : :

None of the directors of the Company is aware of any information that would reasonably
indicate that the Company is not, or was not for.any part of the six months ended 30
September 2002, in‘compliance with the Code of Best Practice as set out in Appendrx 14
of the Listing Rules. .



The Groip has estabhshed an Audit Committee since 1996. The Audit Commlttee -at the
date-of :this report compnses two mdependent noh- executwe dlrectors and one non
executive director, = :

The Audit Committee has reviewed with management the accounting principles and practices
adopted by the Group and discussed internal ‘controls ‘and financial reportlng matters
mcludlng a review of the unaudlted consohdated condensed accounts for the six months
ended 30 September 2002, k :

In accordance with the requirement under paragraph 3.2.1 of Practice Note 19 of the
Ltstmg Rules, the-directors of .the. Company report the detaus of- advances ta China
Mation Telecom Holdmgs Ltmxted ("CMTH") and-its subSIdtanes as at 30 September 2002
as follows: ‘ .

- Totai
HK$’000

Trade receivables from
CMTH : ‘ L ' . 132,139
China Motion Netcom Services Co. Ltd. v L . 191,599
Shenzhen China Motion Telecom United Company Limited . 71,247
294,985

The advances were trade receivables arising from the .Group's normai and ordmary course
of business and were unsecured, interest-free with credit term of 30 ~ 90 days. . ’

By Order of the Board
Hau Tung Ying
Chairman

Hong Kong, 3 December.2002
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The 8oard of Directors of China flotion Telecom International Limited tthe "Company”] is
pleased to preseni the interim report and candensed accounts of the Corupany and its
subsidiaries (collectively, the “Group”) for the six months ended 30 September 2002, The
Group's consolidated profit and {oss account, statement of changes in equity and
consolidaled cash ilow slaternent for the six months ended 30 September 2002, and the
cansolidated batence sheet of the Growp as at 30 September 2002, all of which are

wnaudited and condensed, along with selected explanatory notes, are set out on pages 1
lo 16 of this report.

far the $ixX mom‘hc ended 30 Seutember 2002

Unaudited
Six monihs euded
30 September

2002 2001
figte HK$'000 HKSGOR
Turnoyes 2 353,658 118,742
Cosi af sales {239,459} 204,621}
Grass prefit 114,199 174,132
Olher revesyes 20,165 11.977
Disiribulion expenses {3,682} 12,1881
Mminisirative expenses 1115%.412| 138,310}
Revaluation deficit and provisior for impairment
el fixed assets and inwestment propetties ~ (188432}
Dperating profit-Passh 3 15,270 {120,021
finance cosls {2,771} 14,246}
Share of mofils belore tasation
of associaled companies 353 208
ProlilAtoss) befoee Laxation -1-3 352 (154,559
Taxalien ] {6,120} 8,332
Prottdlossi aller taxalion 7,232 1162.892|
fineiity ‘ntarests {2,093} 12,559
Profil/tioss) atibutable t shareholders ' 5,139 {150,333)
Diwderds ) I - -
FaringsMoss) per share 7
- Jasic {1098 conts HKIZ8.61) cents
~ Giluded #f/R )

flc al 30 erlcmber 2002 and 31 March 2002

Goodwill

Fized assels

Invesinient in associated companies
Other loag-term investments

Current assets
Inveniories
Receivables and prepayments
Marketable securities
Pledged bank deposits
Bank and cash halances

Current liabilities
Trade and oiher payables
Taxation payables
Borrowings and sverdrafts

Met curiend assels
Total assets less curient habifilies

Financed by:
Share capital
Mon-distributable capital ¢eserves
ficcumulated losses

Shareholders” funds

Hinarity interests

[Hon-current fabiilies
Borrowings

frade payable
Deferred {axation

Unsudited Audited

30 September 31 March

2002 2002

Note HKS'000 HIKS000
8 5,771 10,298
9 286,184 264,232
28,297 2.444

306,645 346.832

5,858 8.248

10 429,593 357,898
543 1,107

8,923 6,355

117,544 111.804

563,461 _485.412

1 217,005 180,300
7,843 7,360

12 67,903 30,543
292,751 218,202

270.710 267,209

897,607 891,015

394,107 394,107

530,851 530,951

{174,528} (180,067)

7506, 130 ?44 991

50,981 49,064

12 91,982 96,614
14 4,168 -
346 346

96,496 96,5960

897,607 891,015

85:68 E@BC-ADW-62
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Balance al 1 Aprid 2007
Prefit for the period

Balance at 30 September 2002

Balance at 1 April 2001
tess for the period

Balance at 30 September 2001

Unaadited
Nou-
disiributabie
Share capital fecummlated

capital Teserves losses Total
HKSC00 HES Q00 HKSGD0 HKSD0o
394,107 530,951 1180,067; 744,991
- - 5,139 5,139
394,107 530,951 1174,928) 750,130
394,107 317,059 135.212) 875,954
~ - {150,333 1150,3313)
3%4,t07 517,059 (185,549) 725,62t

£5:68 £ABE-AdW-&2

WO23713L NOTLOW BNIHD  WOxd

£8e8spkred
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USA BS

CM Tel (USA) LLC

Balance Sheet as at the end of Mar 2003

Unaudited)
HKD Uss
Fixed assets
Telecom equipement 20,366,450.07 2,611,083.34
Leasehold improvement 592,906.43 76,013.64
Furniture & office equipment 853,895.17 109,473.74
Motor vehicles 210,116.18 26,937.97
22,023,367.85 2,823,508.70
Pre-operating expenses ] B t
| -]
Investments 1 N
Goodwill | N
[Deferred expenditure | -
| Current assets -
Due from CM group compunies 28,149,254.56 3,608,878.79
Due from associated companies - | 0.00
Due from connected purties -] 0.00
Accounis Recivable (106,888.70)] (13,703.68)
Qther Receivable & prepuyment 7,002,330.57 f 897.734.69
Cash and bauk balances 5,082,671.64 651,624.57
40,127,368.07 5,144.534.37

Current Liabilities -

Due to CM group compuinies (8,853.991.21)] (1,135,127.08)
Due to ussociuted compunies - 0.00

Due to connected parties (74.26) 9.52)
Accounts paysble (44,443,738.35) (5,697,915.17)
Accruals and other payable (5,651,400.64) (724,538.54)
Advunce income received - 0.00

Pravision for Tax 0.00

(58,949,204.46) (7,557.590.32)
T

Net current assets

(18,821,836.39) (2,413,055.95)

Total Net Assets L 3,201,531.46 41045275
Capital eroployed | -

Share capital ] 78,000.00 10,000.00
Reserves | - 0.00
Retained profits [‘ 3,109,259.53 398,623.02
Profit for the year [ 14,271.93 1,829.73
Total capital and reserves | 3,201,531.46 410,452.75
Minority interests -

Total Capital Employed \ 3,201,531.46 410,452.75
[Control 0.00

N
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CM Tel (USA) LLC
Profit & Loss Account for Mar 2003

(Unaudited)

TURNOVER

Sales

Sales Discount
Cost

GP

Service Income
Direct Cost

GP

Total GP
Dividend Income
Other Income
Selling Expenses
Financial Expenses
General & Administrative Expenses
Other Expenses

- Dividend

- Tux

Tax
Profit Tax

Share of profits less losses of
associated companies

Net Profit / (Loss) after Tux

HKD
143,639,128.03

187,423,885.02
(43,784,756.99)

(125,046,092.42)

US$
18,415,272.82

24,028,703.21
(5,613,430.33)

(16,031,550.31)

18.593,035.61

2,383,722.51

18,593,035.61

383,273.32

(1,268,842.24)

(17,227.13)

(15,599,178.83)

(2,081,788.80)

(2,081,788.80)

2,383,722.51

49,778.63

(162,672.08)

(2,208.61)

(1.999,894.72)

(266,896.00)

(266,896.00)

14,271.93

1,829.73




CM Tel USA LLC

BALANCE SHEET (unaudited)
AS AT 31 MARCH 2002
(Exchangerate: HK : US=7.8: 1)

NON-CURRENT ASSETS
Fixed assets

CURRENT ASSETS

Cash and bank

Due from group companies

Accounts receivable

Prepayment, deposits and other receivables

CURRENT LIABILITIES

Due to group companies

Accounts payable

Accrued expenses and other payables

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

CAPITAL AND RESERVES
Issued capital

Retained profit

Profit for the year

HKS$ USs$
Dr/(Cr) Dr/(Cr)
14,541,129 1,864,247
14,541,129 1,864,247
2,694,745 345,430
19,365,275 2,482,728
2,579,265 330,675
1,130,972 144,996
25,770,256 3,303,879
10,136,886 1,299,601
23,985,008 3,075,001
3,002,232 384,902
37,124,125 4,759,503
(11,353,869) (1,455,624)
3,187,260 408,623
78,000 10,000
886,448 113,647
2,222,812 284,976
3,187,260 408,623




CM Tel USA LLC

PROFIT AND LOSS ACCOUNTS (unaudited)
FOR THE YEAR ENDED 31 MARCH 2002

(Exchangerate: HK : US=7.8:1)

TURNOVER

COST OF SALES

GROSS PROFIT

Other income

General and administrative expenses
Financial expenses

Selling expenses

TOTAL EXPENSES

PROFIT BEFORE TAXATION

TAXATION

PROFIT AFTER TAXATION

HK$ Uss$
D1/(Cr) Di/(Cr)
60,478,724 7,753,683
(49,121,746) (6,297,660)
11,356,978 1,456,023
127,255 16,315
7,673,475 983,779
21,682 2,780
1,105,667 141,752
8,800,823 1,128,311
2,683,409 344,027
460,598 59,051
2,222,812 284,976




EXHIBITD
Secretary of State Information

{see attachad)

WASI #1147747 v2

FORM PSC/CMU 8 (11/95)
Required by Commission Rule Nos. 25-24.805,
25-24.810, and 25-24.815 4



FLORIDA DEPARTMENT OF STATE

Glenda E. Hood
Secretary of State

May 20, 2003

DARLENE WARD
CSC

Qualification documents for CM TEL (USA) LLC were filed on May 20, 2003, and
assigned document number M03000001597. Please refer to this number whenever
corresponding with this office.

Your limited liability company is now qualified and authorized to transact business in
Florida as of the file date. In accordance with section 608.406(2), F.S., the name of this
limited liability company is filed with the Department of State for public notice only and is
granted without regard to any other name recorded with the Division of Corporations.

The certification you requested is enclosed.

A limited liability company annual report/uniform business report will be due this office
between January 1 and May 1 of the year following the calendar year of the file date. A
Federal Employer Identification (FEI) number will be required before this report can be
filed. If you do not already have an FEI number, please apply NOW with the Internal

Revenue by calling 1-800-829-3878 and requesting form SS-4,

Please be aware if the limited liability company address changes, it is the responsibility
of the corporation to notify this office.

Should you have any questions regarding this matter, please telephone (850) 245-
68051, the Registration and Qualification Section.

Tammi Cline

Document Specialist

Division of Corporations Letter Number: 003A00031399
Account number: 072100000032 Amount charged: 130.00

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314
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| certify from the records of this office that CM TEL (USA) LLC on May 20, 2003,
is a Delaware limited liability company authorized to transact business in the
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State of Florida, qualified on May 20, 20083.
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The document number of this limited liability company is M03000001597.
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| further certify that said limited liability company has paid all fees due this office
through December 31, 2003, and its status is active.
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| further certify that said limited liability company has not filed a Certificate of
Withdrawal.
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Given under my hand and the
Great Seal of the State of Florida
at Tallahassee, the Capitol, this the

Twentieth day of May, 2003

Cornia €. Koo/
Blenda T, Hood
Secretary of State
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APPLICATION BY FOREIGN LIMITED LE{ABILITY COMPANY FOR AUTHORIZATION TO
TRANSACT BUSINESS IN FLORIDA

IN COMPLIANCE WITH SECTION 608.503, FLORIDA STATUTES, THE FOLLOWING IS SUBMITIED TO REGISTER 4 FOREIGN
LIMITED LIABILITY COMPANY TO TRANSACT BUSINESS IN THE STATE OF FLORIDA:

1. cM Tel (UsA) LLC

(Name of foreign limited liability company)

2. DELAWARE 3. 94-3337847
(Jurisdiction under the law of which foreign limited liability ( FEI number, if apphcabie)
conipany is organized)
4, July 13, 1939 5. perpetual
(Date of Organization) (Duration: Year limited liability company will cease to

exist or “perpetual")

6. March 1, 2003
(Date first transacted business in Florida. (See sections 608.501, 608.502, and 817.155, FS)

7. 700 Wilshire Blvd., 7th Floor

TENIE

Los Angeles, CA 90017

(Street address of principal office)

8. If limited liability company is a manager-managed company, check here
9. The name and usual business addresses of the managing members or managers are as follows:

Hau Tung Ying, House 10 Upper Duplex, The Royal Cliff, 58 Repulse Bay Road, Hong Kong

Hu Tiejun, Flat B, 15th Floor, Blook 24, Baguio Villa, 555 Victoria Road, Heong Kong

10. Attached is an onginal certificate of existence, nomore than 90 days old, duly authenticated by the official having custody of records in

the jurisdicfion under e aw of which tis organized. (A photocopyis ot acceptable. Fthe cerificte s ina foreign lngusge,
translation of the certificate under oath of the translator rmust be subrmitted.)

11. Nature of business or purposes to be conducted or promoted in Florida: Telecommunications

services, and other business activities

H/\/L L) *-\
Signature of a membér or an aut\)ii ed regresentatlve of a member.

(In accordance with section 608. 408(3) F.S., the SxeeGlOn of this document constitutes
an affirmation under the penalties of perjury that the facts stated herein are true.)

Hu Tiedjun, Manager
Typed or printed name of signee




CERTIFICATE OF DESIGNATION OF
REGISTERED AGENT/REGISTERED OFFICE

PURSUANT TO THE PROVISIONS OF SECTION 608.415 or 608.507, FLORIDA STATUTES,
THE UNDERSIGNED LIMITED LIABILITY COMPANY SUBMITS THE FOLLOWING

STATEMENT TO DESIGNATE A REGISTERED OFFICE AND REGISTERED AGENT IN THE
STATE OF FLORIDA.

1. The name of the Limited Liability Company is:

cM Tel (USA) LLC

2. The name and the Florida street address of the registered agent and office are:

Corporation Service Company

(Name)

1201 Havs Street
Florida street address (P.O. Box NOT ACCEPTABLE)

Tallahassee FL 32301
(City/State/Zip)

Having been named as registered agent and to accept service of process for the above stated limited
liability company at the place designated in this certificate, I hereby accept the appointment as
registered agent and agree to act in this capacity. I further agree to comply with the provisions of ail
statutes relating to the proper and complete performance of my duties, and I am familiar with and
accept the obligations of my position as registered agent as provided for in Chapter 608, F.S.

- ulll A Q‘}st&f’ a4

] (Slgnature)
Alexis CaSS'dy Asst., VP

$100.00 Filing Fee for Application

§ 25.00 Designation of Registered Agent
§ 30.00 Certified Copy (optional)

§ 5.00 Certificate of Status (optional)



