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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been established as a market designed to-accommodate companies to which a
high investment risk may be attached. In particular, companies may list on GEM with
neither a track record of profitability'nor any obligation to forecast future, profitability.
Furthermore; there:may be risks arising out of the emerging/nature of companies listed
on GEM and the business sectors or countries in which the companies operate. Prospective
investors'should be aware of the potential risks of investing in such companies and should
make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market'more suited to professional
and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to higher market volatility than securities traded
on the Main Board and no assurance is given that there will be a'liquid market in the
securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet
website operated by the Stock Exchange. Listed companies are not generally required to
issue paid-announcements in gazetted newspapers. Accordingly, prospective investors
should note that they need to have access to the GEM website in‘order/to obtain up-to-
date information-on GEM-listedissuers.

The Stock Exchange takes no responsibility for the contents of this-document, makes no
representation as to its accuracy or completeness and expressly disclaims any liability
whatsoever for-any loss howsoever arising from or in'reliance upon the whole or any part
of the contents of this document.

This document, for which the directors (the “Directors”) of Fortune Telecom Holdings
Limited (the “Company”) collectively-and individually accept full responsibility, includes
particulars given in'’compliance with the Rules Governing the Listing of Securities on the
Growth-Enterprises Market of the Stock Exchange of Hong Kong Limited for the purpose
of giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief: (i) the information
contained in this'document is accurate and complete in all material respects and not
misleading; (ii) there are-no other matters the ornission of which would make any statement
inthis document misleading; and (iii) all-opinions expressed in this document have been
arrived at after dueand careful consideration.and are founded on bases and assumptions
that are fair and reasonable.
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Fortune Telecom Holdings Limited (“Fortune Telecom” or the
“Group”), is the leading distributor, retailer and value added
services provider of mobile phones, Personal Digital Assistants
(“PDAs") and wireless broadband communication solutions in
the People’s Republic of China (the “PRC") and Hong Kong.
Fortune Telecom distributes products manufactured by world-
class telecommunications and technology companies such as
Agere, Alcatel, Bird, DBTel, Kejian, Lucent, Motorola, NEC,
Netgear, Nokia, O2, Palm, Philips, Siemens, Sony and
Handspring.

Fortune Telecom was established in Hong Kong in 1992 and
was listed on the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on
16th February, 2000.

Customers and major business partners in the PRC and Hong
Kong include China Mobile, China Telecom, China Unicom,
CSL, Fortress etc., leading network operators, wholesalers,
resellers, retailers, Internet Service Providers, various
government institutions and corporate customers.

The Group provides integrated distribution services which
include sourcing, warehousing, promotional marketing,
wholesale, direct selling, retailing and express delivery of
mobile phones, PDAs, Wireless LAN and all related accessories.

The Group also provides innovative value added services to
network operators and manufacturers which include support
for prepaid SIM programmes, SIM Lock programmes, inventory
management, fulfillment, telemarketing, product warranty,
repair and refurbishment.



REEEHETENDHEERBESE  RE
Bodbm s B BN RERER0EE
MBRBHERE BE2PEH - XEBHA
#1000 EREF  TATEEELES
3,000 R EMEHERSTEEEERE

EEfm °

RePAXlt EaEahkRARZEREY
B DAKEZEEXL UBRYEREER
RHNZEZIERE  RREFIZFE -
TABE  CEB/RIDIARFZ2E® - £F
BYERMRNZEEEREZT  REBE:R
RETZERESA B BREASEZAR
RIR A RA N & EZ BARA L BIRE M
R HEE . — -

Fortune Telecom possesses an extensive distribution and
services network, with operations in Hong Kong, Beijing,
Shanghai, Guangzhou, Chengdu and over 20 sales operations
in province/city levels across the PRC. The Group has over
1,000 active customers and supplies directly to over 3,000
mobile and IT retail shops in the PRC and Hong Kong.

The Group’'s corporate culture rests on the integration of the
West and the East, modern and traditional management
philosophy, with an aim to build up a “Perpetual Efficient
Learning Enterprise”. The corporate spirit of Fortune Telecom
focuses on “Human Enterprise”. Under the leadership of its
aspiring and energetic management, Fortune Telecom's staff
will team up and move towards the Group’s goal of ranking as
one of the largest and best wireless communication and data
products and services providers in the region.
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122 Corporate Milestones

ARAFREBAVREBRAR(RE]D 5@ B 2B H5HEMK -
The Group's former trading arm - Express Fortune Limited (“EFL”) was founded by Mr. Steve Lau
& his brothers in Hong Kong.

RERAHEDREFEAEEREH 22—

EFL became one of Nokia’s earliest authorised distributors in the PRC.

RABEHRREEFEECELERTERE -

Commenced Fortune Telecom Group'’s franchise retail business in the PRC.

REBEIRAIZER Em (RH L5 © 8040) -
Listed on GEM board in Hong Kong Stock Exchange (Stock Code: 8040).

AT & $E12,000,0003% 7T 2 AT EZER B E K ©
A US$12 million transferrable syndicated loan was successfully arranged.

THWBRESE (BR) BRLF Z51%RE -
Completed the acquisition of 51% shareholdings of Synergy Pacific (Holding) Limited.

RELBE L BIERAY EEEZES S AR REERERLEZ— -
Fortune Shanghai was acknowledged by Shanghai Waigaogiao Free Trade Zones Management
Committee as one of the best enterprises for commodity sales.

F% Zh % $E160,000,0005% 7T 2 R B & X °
A HK$160 million syndicated loan was successfully arranged.

SEATEH B TBRBEESENEBBATEB TARMNE
The Group has achieved a record annual sale of 2.1 million sets of mobile phones and a record
net profit over HK$60 million.

12 FORTUNE TELECOM HOLDINGS LIMITED
REBEHKEEFRIA




F N FEEZEIF Significant Events During The Year

* RZ® ?_ﬁ.‘ﬁﬁ FEETAFHE &
HWESBEE-—E REMBETENED -

e In May 2002, the Group celebrates its 10th anniversary and
employees from all locations gathered in Guangzhou to join the

AEEEREE MM & 53&%1.:5&5]'%4:
(Fortune Service Card) » FEULIZFEEER
ZERE BERKEFZER %ﬁ%féﬂﬁ
BUWSEBERESRH °

RZBEZE_FRA AwEDMETRBEZ
EZ_FEHANERE  AEEELERK
ZEHEFNIZREBESEER °

AEBEEOXJaR BB REM 2 BX
o

R-ZZ-HELA - ARERE
EFEAIR36102 7 SHHE ©

REDBE

R-ZBE-_EhA  AEERUZTH 25
T 4 2 4R B B 81 & 160,000,00058 T ¢
WRHEEES  BAXBHREMRE -

R-ZZE-E+R - AEEDNGEHEZRD
BFEER66102 70 $HEE ©

R-BZEZF+-R A5EWNEHEDR
BEFLRTN0RELENCOMAB B EFR
SRV7302 77 $HHE o

RZBE-F+ZH AEEEMREOER
FrEERERLET - NEENESHELEES
EE R YEDBTel 2017C2 D $H4E o

EEBET - ERERHBE T2 _FED
NEFRL RESSEEZRBERETESE
RERERMUER] -

R-ZEZE=F-8  A5ENESNEEHE
7 2 5 K320 K528 2 73 $H #E ©

R-ZZZ=5_"8  FAEERRHETSHE
BEEFRILI0iIEE T HE °

R-ZBE=ZFZF  AEENSELEED
E:EA9EDBTel 2051C » HE T BB EF AR
72502 7§57 - X EL4S0, plusK Palm PDA
Tungsten T2 2 $H#E o

celebration activities.

For the first time, Fortune Service Card was issued to accompany

the Group’s products as a mean to better manage our sales channel,

gather information on ultimate consumers, monitor after sales

services and provide authentication to the Group’s products.

In June 2002, to commemorate the 2002 World Cup hosting in
Asian cities, promotional gift items like fashionable transparent

phone cover and keypad were offered to our customers.

The Group obtained the sole distribution right for O,xda in HK and
Macau.

In July 2002, the Group obtained the distribution rights for Nokia’s

mobile phone model 3610.

In September 2002, the Group has successfully arranged a two
years syndication loan facilities of HK$ 160 million which provides

working capital for business expansion.

In October 2002, the Group obtained the distribution right for Nokia’s

mobile phone model 6610.

In November 2002, the Group obtained the distribution right for
Nokia‘’s mobile phone model 7210 and Motorola’s CDMA mobile

phone model V730.

In December 2002, the Group announced that an application has

been made for listing on the Main Board of the Stock Exchange.

The Group obtained the distribution right for DBTel’s mobile phone

model DBTel 2017C.

Synergy was being appointed the “Official Infrastructure Provider of
Wireless Network” in the ITU Telecom Asia 2002 Conference held in

Hong Kong.

In January 2003, the Group obtained the distribution right for Kejian’s

mobile phone models K320 and K528.

In February 2003, the Group becomes the national distributor for

Nokia’s high end mobile phone model 8910i.

In March 2003, the Group obtained the distribution right for DBTel’s
mobile phone model DBTel 2051C, Nokia’s mobile phone model
7250. The Group also obtained distribution right in Hong Kong for

0, plus and Palm’s PDA Tungsten T.

FORTUNE TELECOM HOLDINGS LIMITED
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Chairman and CEO
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FEIHEZE Chairman's Statement

Dear Shareholders,

| am pleased that the Group has marked its history with a
record profit of HK$ 60.9 million and a record sale of 2.1
million sets of mobile phones. The Board proposed that a final
dividend of HK 5 cents per share be declared for the year, as
it is our practice to share successful results with shareholders

for profitable years.

In fact, the PRC mobile phone market has shown significant
changes during the year with the aggregate market share of
domestic brands soars to 40% from last year’'s 15%. The leader
in the market share remains the two foreign brands, Motorola
and Nokia with the aggregate market share of approximately
48%. During the year, the Group has been able to enlarge its
product profile to include both Motorola CDMA mobile phone
as well as Kejian, DBTel and other domestic GSM mobile
phones. The main products remain Nokia and the Group is
able to continue to position itself as Nokia’s national distributor
for both the reputable model 8250 and the new high-end model
8910i. The Group has also obtained various distribution rights

for other Nokia models in different provinces.

The Group has doubled its sales force during the year, most of
them are local promoters and marketing staff in various cities
in the PRC. It is the Group’s strategy to continue to expand
it's distribution network through its customers’ retail points.
In order to better monitor and control the wide operations in
different locations, the Group has developed a web-based
customer resources management system. It helps the Group
to utilize technology to access to handset market information
in different cities as well as the administration of the sales
force. Due to the effectiveness of such system, the Group
also targeted to develop web-based inventory and cost control
system in the coming year. Such internal developed system
requires minimal capital investment but can be very effective

in monitoring a geographically divested operation.

FORTUNE TELECOM HOLDINGS LIMITED
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£ Chairman's Statement

| would like to share the factors that contributable to our
success in handset distribution:

Competitive this is essential being the foundation for
products consumer’s confidence and life cycle of
handsets

Pricing strategy good product with the right pricing at
different stages of its product cycle will
have positive effect on sales volume

Effective sales a good product needs a well-managed and

channel controllable distribution channels to deliver
its sales targets

Promotional good marketing tools and promotional

marketing campaign in response to other competitive

products have important implication on

handset sales
Human capital most important of all, the success is built
upon a team of well-disciplined and
experienced work force, whether be sales,
administration or finance. It is important
that each staff be given the opportunity to
maximize his strength and contribution to

the operation

In the past few years, we have been very successful in selling
of Nokia's model 8250 and as such, the life cycles of this nice
product has been extended. The Group is well prepared to
source and secure other products to continue the legend of
this remarkable handset business. | foresee that the mobile
phone market in the PRC is very competitive for the coming
year but we are confident that the comparative advantages of
Fortune Telecom’s distribution expertise shall be able to attract
handset suppliers to utilize our distribution platform for their
new products. At the same time, we must be cautious of
difficult times, like the impact of Severe Acute Respiratory

Syndrome (“SARS"), and be prepared to tackle with confidence.
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FEHEZE Chairman's Statement

| take this opportunity to thank our team of talented people for

their hard work and creative contributions. They are the

backbone of the Group and the Group will certainly provide all

resources to enable them to maximize their strength and

growth. Our bankers have played an important role in providing

adequate financing for our working capitals. | should also thank

our shareholders and investors for their faith and confidence

in Fortune Telecom. The Board of Directors, together with all

the staffs, will continue to do its best to deliver good results

in the future.

/., =
=
)

Lau Siu Ying, Steve
Chairman and CEO

2nd June, 2003
Hong Kong
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2 #1 Management Discussion & Analysis

REVIEW AND OUTLOOK
Financial Review

The Group recorded a turnover of HK$2,945 million representing
a decrease of 15% as compare with last year. Gross profit
increased by 3% to HK$149 million. Gross profit ratio increased
t0 5.1% from last year's 4.2%. Profit from operations amounts
to HK$97.6 million which represents an increase of 20% as
compare with last year. Net profit attributable to shareholders
for the year amounted to HK$60.9 million as compare with
HK$50.3 million for last year. The net asset value of the Group
as at 31st March, 2003 amounts to HK$304.6 million or HK$1.0
per share. Earnings per share for the year is HK20.2 cents.

The return on average capital employed for the year is 21.6%.

The number of mobile phones, mainly Nokia's models 8250
and 3610, sold during the year was approximately 2,140,000
sets, increased by approximately 7% as compare with last
year. However, turnover of the Group decreased by 15% to
approximately HK$2,945 million for the year. The main reason
for the decrease is due to the entrance of the Group’'s main
product, Nokia's model 8250, into its mature stage in the
product life cycle with the average cost and selling price
decreased over the year. The tax inclusive market retail selling
price of model 8250 has decreased by over 25% from Renminbi
1,950 in March 2002 to Renminbi 1,480 in March 2003.
Nevertheless, the Group’s profit margin improved during the
year to 5.1% which is attributable to the success of the Group’s
distribution strategy in stablizing the product's market price.
This is of particular importance when the PRC mobile phone
market becomes competitive upon the introduction of color

display models and models from domestic brands. At the same
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time, the Group has introduced the new Nokia's models 3610,
7210 and 7250 which all have comparatively higher margins.
As a result of improved margin and rebates from our suppliers,
the gross profit margin has improved. The Group has also
expanded its product range by distributing a number of
domestic brand models like DBTel 2017C and 2051C, Kejian's
K528 and K320 as well as Motorola's Code Division Multiple
Access (“CDMA") mobile phones models V730 and V8060. As
the market share of domestic brands shows very significant
increase from previous year's 15% to currently 40%, it is an
opportunity for the Group to make full use of its strong
distribution capability in targeting profitable products. During
the year, due to the consolidation of rebates by Nokia, cost of
promotional gift items and batteries that are sold together
with mobile phones was charged as cost of goods sold instead
of distribution costs. These costs of gift items, which were
previously shared between Nokia and the Group, is now
incorporated as part of the volume rebate. The cost of such
promotional gift items amounts to approximately HK$17 million
for the year ended 31st March, 20083.

The turnover of Synergy Pacific (Holding) Limited (“Synergy”)
has reached HK$100 million for the year ended 31st March,
2003. Synergy remains as one of the leading distributors of
products of Wireless Local Area Network (“Wireless LAN")

and Personal Digital Assistants (“PDA") in Hong Kong.

As at 31st March, 2003, the Group's aggregate bank borrowings
amounted to approximately HK$478 million, of which HK$136
million are non-current liabilities. The balance of HK$342 million,
of which HK$308 million is denominated in Renminbi, consists
mainly short term revolving working capital loans, providing
flexibility to the Group in response to the changing monthly
trading volume. The interest rates for all the loans are fixed on
either monthly, quarterly or semi-annual basis. The gearing
ratio of the Group, calculated as non-current liabilities to
shareholders fund was approximately 45%. The increase in
bank borrowings from HK$242 million as at 31st March, 2002
to HK$478 million is largely attributable to the increase in
trading needs and working capital requirement and the draw
down of HK$160 million syndicated loan during the year. As at
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31st March, 2003 the total bank deposits and cash balances
amounted to approximately HK$326 million, of which HK$ 199
million has been pledged to banks. As a result of the increase
in bank borrowings, the finance cost for the year increased to
HK$21 million from last year's HK$11 million. The interest
cover is approximately 4.7 times. The Group shall commence
to repay the syndicated loan in September 2003 by a quarterly
payment of HK$8 million until the final maturity date on 18th
September, 2004. The Group has adequate fund for the
repayment and may arrange refinancing of the loan if

appropriate.

During the year, there is no material change in the Group's
funding and treasury policy. As over 90% of the Group's sales
and purchases are denominated in Renminbi and the exchange
rate of Renminbi and Hong Kong dollar is stable, the risk of

currency exposure is considered minimal.

The amount of inventory as at 31st March, 2003 was HK$335
million, which represents approximately 44 days stock turnover,
as compare to 27 days stock turnover based on the inventory
level of HK$244 million as at 31st March, 2002. The increase
is mainly due to the necessity to replenish stock to meet the
demand for the May Labor Day long holidays. However, due
to the outbreak of SARS in Beijing and other PRC cities in
April 2003, the Labor Day holiday has been shortened to 5
days instead of 7 days. The sales of some mobile phone models
declined by 40% in April, partly attributable to the effect of
SARS and partly due to the market situation. The Board believes
that the impact of SARS is temporary, depending on how well
the PRC government is able to control and restrict the infected
areas. The situation in the southern region, which accounts
for 45% of the Group's sales, is not so much affected by
SARS as the northern and eastern regions. The Group is taking
a cautious approach in inventory ordering and price negotiation
with suppliers. Any drop in price of the product has no material
impact on the financial position of the Group as it will be
covered by pre-arranged price rebates from suppliers.
Furthermore, substantially all of the inventories are current
models of mobile phones and no provision for obsolescence is

necessary.
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The Group employs a very tight credit control policy whereby
most of the sales would be on either cash basis or limited
credit period of less than 30 days. The amount of trade
receivables as at 31st March, 2003 was HK$104 million, which
represents approximately 13 days debtors’ turnover period as
compare with 8 days for last financial year. Over 90% of the
receivables aged less than 30 days. The Group has made a
provision of doubtful debts of HK$6 million for the year, which
represents approximately 0.2% of the Group's turnover. In
February 2003, the Group has ceased trading with Guangzhou
Fortune Telecom Development Co., Ltd., a major customer of
the Group and a connected person as defined under the GEM
Listing Rules. The Group has identified other customers in the
southern region and there shall be no material impact on the

Group's financial position.

During the year, the Group has further consolidated its
operation in Hong Kong by closing the non-profit contributory
retail business under the trade name of “Telecom-Port”. The
Group has recorded a gain of other investment of HK$2 million
due to the increase in share price of the investment in
PacificNet, Inc., which is listed on the Nasdag Small Capital
Market of the New York Stock Exchange. The Group holds
159,316 shares in PacificNet, Inc. which accounts for
approximately 3% of its issued share capital. There is no
acquisition or disposal of material investment, subsidiary,
associates or affiliated company during the year. There is no
plan for material investment or purchase of capital assets in
the coming year. There is no significant contingent liability or

capital commitment as of 31st March, 2003.

As at 31st March, 2003, the Group has a total number of 77
full time contracted employees and 341 non-contracted
marketing representatives and promoters in various cities in
the PRC. There is no material change in the number of staff
based in Hong Kong but the number of non-contracted staff in
the PRC has increased from 165 as at 30th September, 2002
to 341 because of development of distribution channels in
various regions in the PRC. There is no material change in
remuneration policy, bonus and share option scheme as

compare with previous year.
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Market Overview

Telecommunications market

In year 2002, China has approximately 12 million subscribers
for Xiaolingtong service - a wireless local loop network that
China Telecommunications Corp Group (“China Telecom”) and
China Network Communications Group engaged to compete
for mobile users in various cities in the PRC. Under China's
telecom regulation, Xiaolingtong is considered an extension of
fixed line services. As Xiaolingtong users only pay about one
eighth of the usual mobile phone tariff, and only the calling
party is charged, it has caused significant declines in the market
share of CDMA and postpaid Global System for Mobile

Communications (“GSM") pricing.

It is anticipated that Xiaolingtong’s low end basic voice services
will continue to grow and may reach 100 million users by the
year 2007, compare with nearly 300 million wireless users
expected to be signed up by year 2007. China Telecom has
also launched a “resting point” service allowing users to bypass
mobile operators’ network and deliver calls on fixed-line
phones. China Mobile Communications Corporation (“China
Mobile”) responses by launching a service that allow users to
divert calls from fixed-lines to their mobile phones. Apart from
the challenge of Xialingtong, China Mobile is under pricing
pressure following the Ministry of Information Industry approval
of China United Telecommunications Corporation (“China
Unicom™) to undercut China Mobile's tariffs by up to 20%.
Both China Mobile and China Unicom’s roaming business and
subscribers growth were further hit by the outbreak of SARS
in April 2003. Simultaneously, China Mobile has built a
nationwide fixed-line backbone network, including national
Internet protocol backbone CMNet, while awaiting the granting

of a full telecommunications licence.

China Unicom continues its handset subsidize plans in the
first quarter of 2003 as a means to boost CDMA service
subscriptions. Last year, 60% of CDMA users are on the
handset subsidy plan. During 2003, China Unicom aims to sign
up 11.4 million new CDMA users and 10.1 million new GSM

users across 21 provinces.

FORTUNE TELECOM HOLDINGS LIMITED
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Mobile phone market

The outbreak of SARS is expected to have a temporary negative
impact on the demand and production of handsets in China till
the end of the second quarter of 2003, depending on how
well the situation is being controlled. According to research
reports, handset inventories in China have risen to three months
in the first quarter of 2003. It is believed that domestic brands,
accounting for 30% of production in the PRC, make up half of
the inventories. According to China Media Intelligence, Chinese
national production capacity is 200 million units of handset per
year, domestic sales are estimated at 80 million units for year
2003 with another 50 million units for export, indicating
excessive capacity of at least 70 million units. Due to
aggressive expansion in production, the intense competition
among some 25 domestic handset vendors and declining
demand due to SARS, the China handset market will face fierce
downward pricing pressure in the near future. It is also
observed that consumer behavior in certain cities, such as
Beijing and Nanjing, has reached a state of panic while
restrictions are imposed on the people’s mobility around the
city. According to our channels, handset retail sales in Beijing
may have dropped by as much as 40% in the month of April
and May. The situation in southern regions, which accounts
for over 45% of the Group's sales, consumer behavior was
back to normal, and the impact of SARS is minimal. On the
other hand, consumers in the SARS affected areas may have
pent-up demand that will drive a stronger than expected
consumption rebound in the third quarter of year 2003, when
many new color display handset models will be introduced to

the market.

According to research reports, the top five markets share of
handset sales in the PRC for the year 2002 is Motorola 27 %,
Nokia 21%, Bird 12%, TCL 11% and Eastcom 7%. The
aggregate market share of domestic brands has reached 40%.
It is believed that SARS could lead to a dramatic slowdown in
the market share gained by domestic vendors and some
stabilization in the market shares of foreign brands. The
shakeout in the PRC handset market could benefit those with

scale, better cost controls and resources.
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While the overall mobile phone penetration rate in the PRC
remains low at approximately 15%, the forecast sales of 80
million handsets in year 2003 represents approximately 18%
of the world handset market. The PRC has been the largest
handset market since the year 2001. The total number of
subscribers for mobile phones services has reached over 206
million. In some big cities and provinces, the handset
penetration rate is much higher, like Beijing 66%, Shanghai
56% and Guangdong 41%.

Business Review

Mobile phone distribution in the PRC

Mobile phone distribution in the PRC market continued to be
the Group's core business for the year which accounts for
over 90% of the Group’'s turnover. All mobile phones were
purchased in the PRC and were sold in the domestic market.
Nokia continues to be the Group's largest supplier which
accounts for over 90% of the Group’s purchases. The Nokia's
GSM mobile phone models that the Group has distributed
during the year are 8910i, 8250, 7250, 7210, 6610, 6510, 3610
and 3310. The Group has also distributed other domestic GSM
mobile phones like Kejian and DBTel as well as Motorola's
CDMA mobile phones models V730 and V8060. The main
product remains Nokia's 8250 which accounts for approximately
80% of the Group's turnover. The Group has been very
successful in the distribution and marketing of this product
since December 2000. With a standalone all brands handset
country market share of over 5%, it is currently still the top
performer for Nokia’s market share in the PRC. As a result,
the life cycle of this product is prolonged and the Group is
currently in discussion with Nokia for the distribution of other
new models in the second half year of 2003. The Group is
confident that the sales volume of Nokia’s 8250 model can be
maintained at a stable level when the pricing is correctly
adjusted together with innovative promotional programs to

compete with other similar products.

The Group was also appointed as the national distributor for
the high-end Nokia model 8910i in February 2003. This advance
model features a titanium outer casting and auto-opening grip
mechanism. It is equipped with a color display screen, Wireless

FORTUNE TELECOM HOLDINGS LIMITED
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Application Protocol, 2.5G General Packet Radio Services,
bluetooth wireless technology plus Multimedia Messaging
Service ("MMS") and Java capabilities. Nokia's 8910i is
currently selling at a retail price of Renminbi 6,680. The sales
is encouraging in big cities like Shanghai and Beijing and other
regions in the Northern and Eastern China. The Group was
also appointed as distributor for Nokia's 7250 model in the
province of Yunnan from March 2003. Nokia's 7250 features
an integrated camera, built-in radio and color display and is

currently selling at retail price of Renminbi 4,100.

The Group has doubled its sales force during the year and
deepened its market penetration to the western region of the
PRC. The Group currently has over 1,000 customers and
access to over 3,000 retail points all over the PRC. During the
year, the Group has also strengthened its management team
and shall continue to improve on its information system and
internal control to handle the increasing business volume. The
Group will continue to build on its already well established
distribution infrastructure and expand further into other third
and fourth tier PRC cities.

Wireless LAN and PDA distribution in Hong Kong

(i) Wireless LAN
With the opening up of the 5G Hz frequency spectrum
market in Hong Kong and the launch of the new 2.4G
802.11g standard, the Group, through its subsidiary,
Synergy, introduced the ORINOCO AP-2000 access
point combo PC card which support both 2.4G Hz and
5G Hz simultaneously and compatible with 802.11a,
802.11b and 802.11g standards. Synergy also supplies
Wireless LAN cards to Netvigator and notebook users
at Starbuck Coffee Shops in Hong Kong. During the
year, Synergy was again appointed as the official
wireless internet infrastructure sponsor of the Hong
Kong Information Infrastructure Expo and Conference
2003. Synergy leads the wireless technology industries
in the development and distribution of advance

products.
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(ii) PDA and Smartphone distribution
The Group continues to be the main supplier of PDA in
the Hong Kong market. Following the success of the
innovative O,xda and O,xda Plus, it also distributes
various new color display Palm products including,
Tungsten T and Tungsten W as well as the new Zire 71
and the Tungsten C. The Palm Zire 71 is an affordable
multi-media 16MB memory handheld device with a built
in digital camera. Users can also download MP3, video
clips and audio books from desktop computers. The
Tungsten C is Palm’'s first handheld device with
integrated Wi-Fi, or 802.11b standard, for wireless
campus connectivity and a 400 M Hz Intel processor. It
is equipped with a built in keyboard, web browser and
auto-push email software. With its 64MB memory and
ultra sharp color display, users are able to use Microsoft

applications like Word, Excel, Powerpoint etc.

The Group was appointed as the sole distributor in Hong Kong
for the first Chinese language Windows powered Smartphone,
the Qtek 7070. This is another milestone for the product
development of Synergy in the Hong Kong technology market
since its introduction of modem in year 1994, PDA in year
1997 and Wireless LAN in year 1999. Qtek 7070 was launched
in May 2003 and marked the new standard for mobile
communications. Smartphones allow users to choose their
preferred means of communications, whether voice, email,
short message services, MMS or via MSN messenger, with a
compact high resolution color display mobile phone. The Group
is confident that this new advance product will be well received

in the Hong Kong market.

FORTUNE TELECOM HOLDINGS LIMITED

RESFHKEEERAT



RER AR

ARER B IEfEE R AT (4 IR S B b R 8 T # 0 H
MEZEE  UBEFBHERETEY
B RS o B R R BE R (4 IR SR B b R B R 5
RMERZERYE  HANERBRIEE
RAKCEELER  HEBEARPESBRE T
B o

HEREZFHRHEEHBRERS  BABH
BEMBZHEFRABA $’§l?ﬁ¢t7%*
BHRE TR RAMARNEEBHETES
HEB o RE - BEFSMAE - EBFBIRN
EERET  FROFHERZACHFTHER
ERARERER - BETEZNHFTAERR
M BBEESERRE  ARERERE bR
elERE RS

AEBER T _F+-_ANBHRFER
RFFERET - MARDHELEMREES -
BEE2RE AEERNEIR ETATRS
AEBZER  ERIBTEINERKSY
AEBEETERZZHR - {EMRARNR R
ZBEMRBE - Al NEBESEER G
EHEARTS  METANRAEE 2K
KIERFE - AEREFHEREHERE TR
BRLER REBARTERBEBRHE
L EREARBOHEARRBHER ZE
g% -

FORTUNE TELECOM HOLDINGS LIMITED
ERASEREEEARLT

24 Management Discussion & Analysis

Prospect and Outlook

The Group is cautiously evaluating the effect of SARS on the
handset distribution market and is in close discussion with its
major suppliers on the situation. It is not yet able to assess
the overall impact on the results of the coming year but it is
perceived that the impact would be temporary as the consumer
behavior in the southern region has already been back to

normal.

The mobile phone market in the PRC remains competitive with
large number of domestic brand handsets suppliers. The Group
sees this as a challenge as well as an opportunity in diversifying
its mobile phone distribution. The Board of directors believes
that the role of handset distribution specialist becomes more
and more important to the handset manufacturers in such a
competitive environment. Through the well established
distribution infrastructure and adequate working capital backing,
the Group is well positioned to take advantage of the business

opportunities with other brands.

The Group has applied for listing on the Main Board of the
Stock Exchange on 9th December, 2002 and the application is
still processed by the Listing Division. The Board believes that
successful listing on the Main Board will enhance the Group’s
profile, leading to more research coverage from leading industry
analysts that will lead to more trading liquidity of the Company's
shares. The Group will then have better access to equity capital
market that will benefit the Group's future expanse plan. The
Group will continue to pursue and focus on its current core
business of being a distributor and service provider of mobile
phone and wireless telecommunications equipment in the PRC

and Hong Kong.
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Executive Directors

Mr. LAU Siu Ying, Steve, aged 39, is the Founder, Chairman
and Chief Executive Officer of the Group. He has extensive
working experience in the telecommunications industry for over
15 years and has established solid business contacts in both
Hong Kong and the PRC. Mr. Lau has also excellent business
contacts with international leading suppliers of mobile
telephony technology and products. Prior to setting up his
own business, Mr. Lau worked for Hutchison Whampoa Group,
in charge of the business development of the
telecommunications in the PRC. Mr. Lau was appointed the
director of China Mobile Communications Association (CMCA)
in Beijing in mid 2000. Mr. Lau holds a bachelor degree in
Business Administration from the Chinese University of Hong
Kong and Master of Information Technology from National

University of Ireland.

Mr. LUO Xi Zhi, aged 45, is the Executive Director and
Financial Controller — PRC operation of the Group, joined the
Group in 1995. Mr. Luo holds a bachelor degree in Accounting
from the Finance Academy of Jiangxi Province and has over

20 years of financial and accounting experience in the PRC.

Mr. TIN Ding Hong, William, aged 40, is the Executive
Director and Chief Financial Officer of the Group, joined the
Group in July 2001. Mr. Tin graduated with first class honor at
the Hong Kong Polytechnic University and holds a bachelor
degree in Arts. He is a fellow member of the Hong Kong
Society of Accountants, fellow member of the Association of
Chartered Certified Accountants of the United Kingdom and
associate member of the Certified General Accountants
Association of Canada. Mr. Tin is also the director of Canadian
Certified General Accountants Association of Hong Kong
Limited. Prior to joining the Group, Mr. Tin has served as
senior financial executive of various listed companies in Hong
Kong. Mr. Tin has extensive financial, taxation and accounting

experience in both Hong Kong and overseas.
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Non-executive Directors

Mr. FUNG Oi Ip, Alfonso, aged 45, owns and operates the
leading Law Costs Draftsman firm in Hong Kong which was
established in 1986. A pioneer in his profession, Mr. Fung
developed computer programming, developed and published a
specialist law costing software in 1986. The software was
subsequently licenzed to the Hong Kong Government for use
in the Legal Aid Department. He was appointed as a non-
executive Director of the Company in October 1999.

Mr. LO Wing Yat, Kelvin, aged 44, is the Director and
Executive Vice President of CITIC Ka Wah Bank and the
Managing Director of CITIC International Financial Holdings
Limited. Concurrently, Mr. Lo also holds directorships and
senior executive positions in various subsidiaries of CITIC Ka
Wah Bank. Mr. Lo graduated from the University of Hong Kong
with a bachelor degree in Law. He was admitted as a Solicitor
of the High Court of Hong Kong in 1984 and a Solicitor of the
Supreme Court in England and Wales in 1989. Prior to joining
CITIC Ka Wah Bank, Mr. Lo served as an in-house counsel of
Bank of China Hong Kong-Macau Regional Office and then
became a partner of Messrs. Kao, Lee & Yip and Messrs.
Linklaters & Paines. Mr. Lo was appointed as a non-executive
Director of the Company in October 1999.

Independent non-executive Directors

Mr. CHANG Wing Seng, Victor, aged 65, is currently the
Managing Director of APCG Business Pte. Ltd. in Singapore.
Prior to this job, he was the Managing Director of Singapore
Technologies Telecommunications (Beijing) Pte Ltd. based in
Beijing for two years. He had held various senior management
positions in his 26 years with the Singapore Technologies
Group. He graduated in Accounting of the Royal Melbourne
Institute of Technology and has completed the Program for
Management Development at the Harvard University Graduate
School of Business Administration. Mr. Chang is currently a
Certified Public Accountant in both Singapore and Australia.
He is also a member of the Institute of Chartered Accountants
in Australia, the Australian Society of Accountants, the Institute

of Certified Public Accountants of Singapore and the Singapore
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Society of Accountants. He was registered as a Tax Agent by
the Tax Agents’ Board for the State of Victoria in Australia in
1960 and was registered as a Company Auditor in the Register
of Company Auditors in Australia in 1965. He was appointed
as an independent non-executive Director of the Company in
October 1999.

Mr. LIU Kwok Fai, Alvan, aged 40, is the senior partner of
Messrs. Alvan Liu & Partner. Mr. Liu was appointed as the
legal adviser of a number of organizations and associations in
Hong Kong, including the Hong Kong Small and Medium
Business Association and Shun Tak Fraternal Association. Mr.
Liu was an appointed member of the Wong Tai Sin District
Board from 1997 to 1999 and is also an appointed member of
a number of Hong Kong governmental committees including
the Contractors Registration Committee of the Hong Kong
Building Authority and Wong Tai Sin District Fight Crime
Committee. Mr. Liu is a non-executive director of Victory Group
Limited and an independent non-executive director of Goldwiz
Holdings Limited and China Treasure (Great China) Investments
Limited, which are companies listed on the Main Board of the
Stock Exchange. Mr. Liu holds a bachelor degree in arts
majoring in Political Science and Economics from the University
of Manitoba in Canada. He thereafter continued to pursue his
legal qualification and completed the Law Society's Final
Examination at Bristol Polytechnic in the United Kingdom in
1989. Mr. Liu was appointed as an independent non-executive

Director of the Company in October 1999.

Mr. SIT, Sylvester Silas, aged 45, is the Chief Operating
Officer, joined the Group in March 2003. Mr. Sit has more
than 18 years of extensive experience in the information
technology and telecommunications industry and served senior
positions in Hong Kong Telecom and SmarTone. Mr. Sit
graduated from Charles Stuart University, Australia with
bachelor degree in business. Mr. Sit was also awarded degree
of Master of Business Administration from New Ports
University, United States. Mr. Sit is also a member of the
Australian Society of Accountants. Prior to joining the Group,
Mr. Sit is the Chief Executive Officer of a start up wireless

digital media organisation.
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Mr. FONG Kin Kiu, Ken, aged 38, is the CEO & co-founder of
Synergy. Mr. Fong has accumulated over 12 years of experience
in the IT industry. Mr. Fong holds a bachelor degree from the
University of Hong Kong and two master degrees, one in
strategy marketing and the other in information technology
from overseas institutions and is currently a doctoral candidate.
Mr. Fong is a member of the Hong Kong Computer Society,
the British Computer Society, the Hong Kong Management
Association and member of the Chartered Institute of Managers
in the United Kingdom. He is a frequent speaker in various
professional seminars and workshops. He is a visiting lecturer
for the Hong Kong Polytechnic University since year 1999. He
is also the committee member of Hong Kong Wireless
Technology Industry Association Limited and Bluetooth Special
Committee.

Mr. HUI Wing Fai, Ivan, aged 29, is Regional Manager in
charge of sales and marketing activities in the eastern region
of the PRC. Mr. Hui joined the Group in July 1997. Mr. Hui
was graduated from the Hong Kong Baptist University with a

bachelor degree in Business Administration.

Mr. LO Kwok Leung, Jeff, aged 34, is Regional Manager in
charge of sales and marketing activities in the northern region
of the PRC. Mr. Lo joined the Group in July 2000. Mr. Lo
received his education in Taiwan’'s Fu-Jen Catholic University.

Mr. LAU King, aged 26, is Assistant Regional Manager in
charge of sales and marketing activities in the southern region
of the PRC. Mr. Lau joined the Group in May 1998.
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The directors present their annual report and the audited

financial statements for the year ended 31st March, 2003.

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 32 to the
financial statements.

The results of the Group for the year ended 31st March, 2003
are set out in the consolidated income statement on page 45

of the annual report.

A final dividend for the year ended 31st March, 2002 of HKb
cents per share amounting to HK$15,105,000 was paid to the
shareholders during the year. The directors now recommend
the payment of a final dividend of HK5 cents per share to the

shareholders on the register of members on 20th August, 2003.

Details of movements in the share capital of the Company
during the year are set out in note 20 to the financial
statements.

At 31st March, 2003, the Group's investment property was
revalued by an independent property valuer on an open market
existing use basis. The revaluation resulted in a deficit of
HK$1,500,000 which has been charged to the income
statement. Details are set out in note 9 to the financial

statements.

Details of the movements during the year in the property,
plant and equipment of the Group and the Company are set
out in note 10 to the financial statements.

FORTUNE TELECOM HOLDINGS LIMITED
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The directors of the Company during the year and up to the

date of this report were:

Executive directors:

Mr. Lau Siu Ying, Steve (Chairman)
Mr. Luo Xi Zhi

(appointed on 12th September, 2002)
Mr. Tin Ding Hong, William

(appointed on 7th February, 2003)
Mr. Tso Ming Sing, Barton

(resigned on 25th September, 2002)

Non-executive directors:

Mr. Fung Oi Ip, Alfonso
Mr. Lo Wing Yat, Kelvin

Independent non-executive directors:

Mr. Chang Wing Seng, Victor
Mr. Liu Kwok Fai, Alvan

In accordance with clause 87 of the Company's bye-laws, Mr.
Fung Oi Ip, Alfonso and Mr. Chang Wing Seng, Victor retire

and, being eligible, offer themselves for re-election.

None of the directors proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment

of compensation, other than statutory compensation.

The term of office of each of the non-executive directors and
independent non-executive directors is the year up to his
retirement by rotation in accordance with the Company's bye-

laws.



(a) E=E=B<& (a) Directors’ emoluments

FTEx TAT
HK$'000  HK$'000

FRITES Non-executive directors
ika Fees 100 100
B IEHITES Independent non-executive directors
ika Fees 100 100
WITES Executive directors
wE Fees = -
H b2 Other emoluments
e MoERL Salaries and allowances 1,623 1,885
RORAE G B Retirement benefits scheme
contribution 15 15
1,838 2,100
BRUATHMESEHE s ES AZ: The emoluments of the directors were within the

following bands:

BEEAHY BFEAH
Number of Number of

directors directors

LA1,000,000/8 7T &R Up to HK$1,000,000 7 7

1,000,001 7% 1,500,000/ 7T HK$1,000,001 to HK$1,500,000
NEEERHE-_ZEE=F=A=+ There were eight directors who received emoluments
— B IEFE 2 BIUELA) 1,324,000/ of approximately HK$1,324,000, HK$170,000,
JC * 170,000% 7T ~ 110,000/ 7T » HK$110,000, HK$50,000, HK$50,000, HK$50,000,
50,0007 7T * 50,000/ 7T * 50,000/ HK$50,000 and HK$34,000 respectively for the year
JC * 50,0007 JT % 34,000/% 7T 2 BA ended 31st March, 2003. There were six directors who
E e NBEEREHE_ZTEZ_F=A received emoluments of approximately HK$1,238,000,
=+ —HLEFE D KR HK$662,000, HK$50,000, HK$50,000, HK$50,000 and
1,238,000/ Jt ~ 662,000/% jT * HK$50,000 respectively for the year ended 31st March,
50,000/ 7T * 50,000/ 7T * 50,000/% 2002. The other directors did not receive any
JT 50,0008 T2 Bl& - HES=R emoluments for the year ended 31st March, 2002.

HE-ZZ-_F=A=+—HLFE
I W EE R B S o
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During the year, no emoluments were paid by the Group
to any of the directors as an inducement to join or upon
joining the Group or as compensation for loss of office.
None of the directors has waived any emoluments during

the year.

(b) EEMS (b) Employees’ emoluments
HE-_ZZE=F=ZA=+—H1LtHF The five highest paid individuals of the Group included
B AEERAESFALTBERA two directors (2002: two directors) for the year ended
EH(CETF - MBES) RRE 31st March, 2003, and one director being appointed
E_TEE-_F=ZRA=+—HItFEE during the year ended 31st March, 2003, details of
ZREz—REE  FSE2NEFESH whose emoluments received as a director are set out in
REX(@IE - EBp =R (2T =F (a) above. The emoluments of the remaining three (2002:
ZHRIATZHE RZBEERFNE three) individuals and the emolument of the director
ZERTZM eI T before appointment during the year are as follows:
FET FHET
HK$'000 HK$'000
e RoERL Salaries and allowances 3,223 1,841
RIREFIFT B3 Retirement benefits scheme
contribution 46 30
3,269 1,871

BRTIHREHFALBRATHESHEE :

LA1,000,000/% 7T A BR
1,000,001 7L £ 1,500,000 7T

The emoluments of the remaining highest paid

individuals were within the following bands:

BEAE [EEAH

Number of Number of

employees employees

Up to HK$1,000,000 3 3
HK$1,000,001 to HK$1,500,000 1 -
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At 31st March, 2003, the interests of the directors and their
associates in the share capital of the Company and its
associated corporations as recorded in the register maintained
by the Company pursuant to Section 29 of the Hong Kong's
Securities (Disclosure of Interests) Ordinance (“SDI Ordinance”)

were as follows:

NEMERFR
BEZEBERHA

Number of ordinary shares
held as other interest

Lau Siu Ying, Steve 211,500,013

ZERMBERBEZHSTMA L2 AR
Future 2000 Limited 58 * MZ A FIH—15
FARE  FHEZEEEZXEZABREZN
B4k HEBRHETFZ -

BREXHEEERETESUEXIARER
ARFBEMNBARIzE TREARGDSIN - EF
KBRETHMBATR _ZE=F=A=+—
AEEE RN RRSEEMBMEAR (EER
BRERGD) A WES R -

These shares are held by Future 2000 Limited, a company
incorporated in the British Virgin Islands which in turn is held
by a trust. The beneficiaries of the discretionary trust include

Mr. Lau Siu Ying, Steve, his spouse and his children.

Save as disclosed above and other than certain nominee shares
in the subsidiaries held by certain directors in trust for the
Company, none of the directors or their associates, had any
interests in any securities of the Company or any of its
associated corporations as defined in the SDI Ordinance at
31st March, 20083.

FORTUNE TELECOM HOLDINGS LIMITED
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The share option scheme of the Company (the “Scheme”)
was adopted on 2nd February, 2000 for the primary purpose
of providing incentives to directors and eligible employees and
will expire on 1st February, 2010. Under the Scheme, the
directors of the Company may grant to any executive directors
or full time employees of the Company, or any of its
subsidiaries, options to subscribe for shares in the Company
at any price but not less than the higher of (i) the nominal
value of a share, (ii) the closing price of the shares on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on the day of grant and (iii) the average of the closing prices
of the shares on the Stock Exchange on the five trading days
immediately preceding the date of the grant of the options,
subject to a maximum of 10% of the issued share capital of

the Company from time to time.

Options granted must be taken up within 28 days of the date
of grant upon payment of HK$1 for each lot of share options
granted.

No options under the scheme were granted or exercised during
the year and no options were outstanding at 31st March, 2003
and 2002.

Apart from the Scheme, at no time during the year was the
Company or its holding company or any of its subsidiaries a
party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate. None of the directors, their spouses or children
under the age of 18 had any rights to subscribe for the
securities of the Company or had exercised any such rights

during the year.
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Guangzhou Fortune Telecom Development Co., Ltd.
(“Guangzhou Fortune”), a limited liability company established
in the People's Republic of China other than Hong Kong
("PRC"), is currently owned as to 99% by Mr. Lau Ye Buo and
as to 1% by an independent PRC party who is not connected
to any of the directors, chief executive or substantial
shareholders of the Company or their respective associates
(as defined in the Rules Governing the Listing of Securities on
the Growth Enterprise Market (“GEM") of the Stock Exchange
(“the GEM Listing Rules”)). Mr. Lau Ye Buo is a cousin of
Messrs. Lau Siu Ying, Steve and Lau Kin Ying, Ricky, a former
director. Other than this family relationship, Mr. Lau Ye Buo
confirms that he does not have any shareholding interests in
the Company or any of its subsidiaries. Mr. Lau Ye Buo has
been categorised as a connected person of the Company under
the GEM Listing Rules and any transactions between the
Company and Mr. Lau Ye Buo subsequent to the listing of the
shares on GEM constitute connected transactions for the

purposes of the GEM Listing Rules.

For the year ended 31st March, 2003, the Group’s sales of
mobile phones and related accessories to Guangzhou Fortune
accounted for approximately HK$236 million, representing
approximately 8% of the Group’s total turnover.

The independent non-executive directors have reviewed the
connected transactions set out above and in their opinion,
these transactions entered into by the Group were:

(i) in the ordinary and usual course of business of the
Group,

(ii) on normal commercial terms or on terms no less
favourable to the Company than terms available to or
from independent third parties, and

(iii) in accordance with the terms of the agreement
governing them on terms that are fair and reasonable
and in the interests of the shareholders of the Company

as a whole.

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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Save as disclosed therein, there were no other transactions
which need to be disclosed as connected transactions in

accordance with the requirements of the GEM Listing Rules.

Save as disclosed in the section headed “Connected
Transactions” above, there were no contracts of significance
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, subsisting at the end of the year

or at any time during the year.

At 31st March, 2003, other than the interests disclosed in the
section headed “Directors’ interests in securities” above, the
Company has not been notified of any other interests
representing 10% or more of the Company’s issued share

capital.

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed

securities.

During the year, the aggregate sales attributable to the Group's
five largest customers were less than 30% of the Group's

total sales.

The aggregate purchases attributable to the Group's five largest
suppliers during the year comprised approximately 97% of the
Group's total purchases and the purchases attributable to the

Group’s largest supplier were approximately 94%.
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Except for Guangzhou Fortune, whose relationship with the
Group has been further explained above in the section headed
“Connected Transactions”, none of the directors, their
associates or any shareholders which, to the knowledge of
the directors, own more than 5% of the Company’s issued
share capital, had a beneficial interest in one of the five largest

suppliers or customers of the Group.

None of the directors or the management shareholders of the
Company (as defined in the GEM Listing Rules) had an interest
in a business which competes or may compete with the

business of the Group.

There are no provisions for pre-emptive rights under the
Company's bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to

existing shareholders.

The audit committee comprises Messrs. Chang Wing Seng,
Victor and Liu Kwok Fai, Alvan. A minimum of two meetings

are held annually. The duties of the audit committee are mainly:

- To discuss with the auditors the nature and the scope
of the audit before the commencement of the audit

process;

- To review the Group financial reporting process and

internal control systems; and

- To review the Company’s annual report, half-yearly

reports, quarterly reports and accounts.

The audit committee held four meetings during the year. At
the meetings the committee focused on examining and
approving the quarterly results for the year ended 31st March,
2003 and the final results for the year ended 31st March,
2002.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE



REBZRKEFFE ZFBHRPIERE Details of the Group's retirement benefit schemes are set out

730 ° in note 30 to the financial statements.
ARBREBEE_ETE=F=A=+—HLHF The Company has complied throughout the year ended 31st
E—EEBRAIZER EMHBIZE5.2855.39(% March, 2003 with the board practices and procedures as set
ZEEEBAIREFHE out in Rules 5.28 to 5.39 of the GEM Listing Rules.
RABERRRRBFRE LIRZEEEE - A resolution will be submitted to the annual general meeting
FAEMR A EETENITRIZEEN 2 RESR © of the Company to re-appoint the auditors, Messrs. Deloitte

Touche Tohmatsu.

RERESS On behalf of the Board
EIRN 3 Lau Siu Ying, Steve

TE CHAIRMAN

BB —EE=ZFXAZH Hong Kong, 2nd June, 2003

FORTUNE TELECOM HOLDINGS LIMITED
ERASEREEEARLT



RE) « BIEMRZEENT Deloitte

Certified Public Accountants HEZETED

26/F, Wing On Centre E,‘g%%;& Bd111%8 T°uc he
111 Connaught Road Central HKZPI h
Hong Kong To matsu

(REEZEFME T ZEHERAE) (Incorporated in Bermuda with limited liability)

AT ERERSENEN+RERS We have audited the financial statements on pages 45 to 86
N+ ANEIRBE ST RN €5 E| 4658 which have been prepared in accordance with accounting
TEIERE o principles generally accepted in Hong Kong.
ENFCEEEASEMNETEANT YK The Company's directors are responsible for the preparation
WE o  EEAZZHEBEE  BENEE of financial statements which give a true and fair view. In
BIRAABY @HBE - preparing financial statements which give a true and fair view

it is fundamental that appropriate accounting policies are

selected and applied consistently.

AAZEERBERATERTIEZER & It is our responsibility to form an independent opinion, based
S ERRRERRBYISE  WHREE on our audit, on those statements and to report our opinion to
R o you.

ATRRBEASSHMASEM Y LR We conducted our audit in accordance with Statements of
BITERTE - ERSEAENME S Auditing Standards issued by the Hong Kong Society of
BEB SRR ER IR EEEAE Y B Accountants. An audit includes examination, on a test basis,
ARG EESNERNZETERERN of evidence relevant to the amounts and disclosures in the
FRVE > & AfH st RN H BT - ﬁﬁ?zizﬁﬁﬂzﬂ financial statements. It also includes an assessment of the
ETEA BATR S£@EC AR significant estimates and judgments made by the directors in
RETE ﬁﬁ&“ﬁﬁlia’]ﬁ?&ﬁ&%?d‘ﬂ( the preparation of the financial statements, and of whether
%o the accounting policies are appropriate to the circumstances

of the Company and the Group, consistently applied and

adequately disclosed.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE
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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 financial statements
are free from material misstatement. In forming our opinion
we also evaluated the overall adequacy of the presentation of
information in the financial statements. We believe that our

audit provides a reasonable basis for our opinion.

In our opinion the financial statements give a true and fair
view of the state of affairs of the Company and the Group as
at 31st March, 2003 and of the profit and cash flows of the
Group for the year then ended and have been properly prepared
in accordance with the disclosure requirements of the Hong

Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 2nd June, 2003



REW AR Consolidated Income Statement
BE-ZZT=F=HA=1—HLLFE for the year ended 31st March, 2003

M aE FET FET
Notes HK$'000 HK$'000

EER Turnover 2,944,947 3,461,182
& K AR Cost of sales (2,795,875) (3,316,149)
E7 Gross profit 149,072 145,033
H i 42 2 0 2 Other operating income 6,656 11,377
73 88 B AR Distribution costs (21,890) (41,211)
THEA Administrative expenses (26,518) (27,401)
Hih g% Other operating expenses (9,667) (6,724)
FE bl Profit from operations 97,653 81,074
Bl A B AN Finance costs 5 (20,698) (10,893)
—IEMEREZ Deficit on revaluation of an

EAEA investment property (1,500) (1,000)
HtRE 2 RERHAE Unrealised holding gain (loss) on

s (B18) other investments 1,988 (8,292)
EMwE ZREEE Impairment loss on other investments (390) =
AEE —REEAaMEECHSE Impairment loss on goodwill arising

BEEE on acquisition of an associate = (704)
HENB ARz WS Gain on disposal of subsidiaries = 1,187
BhEE AR 2 EE Share of results of associates (38) (211)
B 50 A1l ) Profit before taxation 77,015 61,161
I8 Taxation 6 (16,018) (9,222)
RET D HR R = AR A Profit before minority interests 60,997 51,939
DHR R Minority interests (80) (1,624)
RE E R T Profit for the year 60,917 50,315
AR E Dividend paid 7 15,105 3,021
BREARZF Earnings per share — basic 8 20.2 cents 16.7 cents

FORTUNE TELECOM HOLDINGS LIMITED

R CHEERERAR



mEEEBMER Consolidated Balance Sheet
EE=F=H=+—H at 31st March, 2003

MFE THExT FAT
Notes HK$'000 HK$'000
EREBEE Non-Current Assets
A Investment property 9 5,500 7,000
Y - BB K& Property, plant and equipment 10 2,026 2,384
EES Goodwill 11 1,895 2,535
s NI e Interest in associates 14 = 475
9,421 12,394
MEEE Current Assets
EE Inventories 15 334,662 243,724
JE UL B2 5 BR 3R K H b R URBR 3R Trade and other receivables 16 155,752 122,387
HMwE Other investments 17 3,730 2,132
A Uk [B1 75 18 Tax recoverable 765 674
BIFRITER Pledged bank deposits 199,339 125,759
RITIF Other bank deposits 25,293 4,204
RITEHREIR S Bank balances and cash 101,459 173,929
821,000 672,809
mEAaE Current Liabilities
BB SRR R E M ENRRK Trade and other payables 18 32,024 167,539
MEAE Tax liabilities 6,323 7,393
RITEEREMEE Bank and other borrowings 22 342,101 242,003
BEENEL Obligations under finance leases 23 200 240
380,648 417,175
MEEEFE Net Current Assets 440,352 255,634
449,773 268,028
BEARKGEE Capital and Reserves
[N Share capital 20 30,210 30,210
1 Reserves 274,357 228,492
304,567 258,702
DR R ER Minority interests 8,756 8,676
FEMBBE Non-Current Liabilities
RITEEREMEE Bank and other borrowings 22 136,000 =
A ENEL Obligations under finance leases 23 450 650
136,450 650
449,773 268,028

FEM+RBEEENTRNAEZHBER
REN_ET=FA_REE=
SHE YR TIEERREE

The financial statements on pages 45 to 86 were approved and
authorised for issue by the Board of Directors on 2nd, June 2003 and

are signed on its behalf by:

g2~

Lau Siu Ying, Steve

Eo
CHAIRMAN

FORTUNE TELECOM HOLDINGS LIMITED

RESEHAKEEERAT

M E B

EF
DIRECTOR

Tin Ding Hong, William



& E B &3 Balance Sheet

MRZEBEZ=F=H=+—H at 31st March, 2003

M aE FET FAT
Notes HK$'000 HK$'000
IERBEE Non-Current Assets
N—RITBRE2IRE Investment in a subsidiary 12 41,148 41,148
JE W Bt /88 A /) 2 3R 1B Amounts due from subsidiaries 13 297,973 210,197
339,121 251,345
MENEE Current Assets
TR FRIB & E fth fE AR T8 Prepayment and other receivables 50 51
BHEFRITER Pledged bank deposits 42,821 30,360
RITETF Bank balance = 173
42,871 30,584
mEAaRE Current Liabilities
FERT 2 R E A FE A BR IE Accrued charges and other payables 1,794 2,203
APEENEIN-E Loan from a subsidiary 19 = 54,600
RITEEREMEE Bank and other borrowings 22 24,000 39,000
25,794 95,803
nBEEFEBR Net Current Assets (Liabilities) 17,077 (65,219)
356,198 186,126
BEARKNHEE Capital and Reserves
g < Share capital 20 30,210 30,210
1 Reserves 21 189,988 155,916
220,198 186,126
FERBBE Non-Current Liability
RITEEREMEE Bank and other borrowings 22 136,000 =
356,198 186,126
2/ & HEE
Lau Siu Ying, Steve Tin Ding Hong, William
FE EE
CHAIRMAN DIRECTOR

FORTUNE TELECOM HOLDINGS LIMITED
ERESHEKEAERAT



REEREEIRFK Consolidated Statement of Changes in €quity

HE-ZZ=F=H=1—HIL5FE for the year ended 31st March, 2003

hEER
BERE  BE ZHEA
RE BRORE HHREE Trans- PRC  Accum-

Share  Share Special  HE  lation statutory ulasted  HE
capital premium reserve Goodwill reserve  funds  profits  Total
TEn TEr TEr TR TEr  TEr  TEr  TEn
HK$'000 HKS'000 HK§'000 HKS'000 HK$'000 HK$'000 HK$'000 HKS'000

(Brzt20)
note 20)
R-E5-EMA-A At 1st April, 2001 30,000 102,225 2481 (1,981) 279 - 76424 209428
MIARR Bk EAR Exchange differences arising on
REREZH MK translation of the financial
RRAELCERZE statements of operations in
the PRC and gain not recognised
in the income statement - - - - 16 - - 16
ShERBARTmEARA Issue of shares for acquisition of
subsidiaries 210 - - - - - - 10
EiRhmEE R Premium arising on issue of shares - 1080 - = = = - 1080
REE-FRELAMmES Impairment loss in respect of goodwil
LBEREER arising on acquisition of an associate = - - 704 s = = 704
AEREEH Profit for the year - - - - - - 50315 50315
EREmEiTHE Transfer to PRC statutory reserve - - - = - 1280 (1,280] -
BRRE (i) Dividend paid (note 7) - - - - - - B0y B0
RZFE-F=A=1-H At 31st March,2002 30,210 103,275 2481 (1.217) 295 1280 122438 258702
RRARR D HRER Exchange differences arising on
BEREER H translation of the financial
RRAELZENZR statements of operations in
the PRC and gain not recognised
in the income statement - - - - 53 - - b3
AEEEH Profit for the year - - - - - - 60917 60917
ERZhETRERE Transfer to PRC statutory reserve - - - = -1moa) =
BRRE (Hit7) Dividend paid (note 7) - - - - - - [15105)  (15,105)
RZEE=F=f=1-H At 31st March, 2003 30210 103275 2481 (1,277) 348 8491 161,039 304,567

i Bl 5 4 1 P AR P PR /BB 8 B 2 B A
EEEARAR—NWANFETE
EEAEREBREIT  ROEE
MERZEZH

FEDEEE S RERRAEELR
REZH B Rz B BT BAG AT
MEZ R -

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT

The special reserve represents the difference between the nominal value
of the shares of the subsidiary acquired and the nominal value of the
Company’s shares issued for their acquisition at the time of a group
reorganisation in 1999.

PRC statutory funds are reserves required by the relevant PRC laws

applicable to the Group’s PRC subsidiaries.



HEIREMEIR Consolidated Cash Flow Statement

BE-ZZT=F=HA=1—HLLFE for the year ended 31st March, 2003

B 53 FHET T T
Notes HK$'000 HK$'000
REXEW OPERATING ACTIVITIES
B 50 A1 A Profit before taxation 77,015 61,161
JEE - Adjustment for:
REREE Allowances for doubtful debts 5,525 913
HE 2 RERHAE Unrealised holding (gain) loss

(M=) B8 on other investments (1,988) 8,292

Hw&E 2 REEE Impairment loss on other

investments 390 -
BB ERNR CEE Share of results of associates 38 211
FEMA Interest income (3,600) (4,992)
MBEEH Interest expenses 20,698 8,973
HEWBA Rental income (360) (360)
HEWE  BERZEZ (Gain) loss on disposal of property,

(W) B8 plant and equipment (28) 2,022
HENRB AR 2 Wa=E Gain on disposal of subsidiaries = (1,187)
HEE —REENAMEE 2 Impairment loss on goodwill arising

BN % on acquisition of an associate = 704
—REE QTR R REEE Impairment loss on amount due

from an associate 437 -
& B AR AN 3H Amortisation of borrowing costs = 1,920
7 5 Amortisation of goodwill 640 661
Y - BB MEE o ITE REHE Depreciation and amortisation on
property, plant and equipment 1,223 2,358
— IR E 2 B EA Deficit arising on revaluation of
an investment property 1,500 1,000
BEECEHAIcKLERERE Operating cash flows before
movements in working capital 101,490 81,676
FEE M Increase in inventories (90,938) (29,257)
FEULE 5 BR 51 % H At JiE U BR 3R (Increase) decrease in trade and
(380 Rk > other receivables (39,441) 22,158
U BE N Bl 2 sRIE R D Decrease in amounts due from
related parties - 5
FET B 5 R SR I H Ath FE - BR 3R (Decrease) increase in trade and
CRL) 80 other payables (134,990) 16,752
LEEK (A MBRE Cash (used in) generated from
operations (163,879) 91,334
B FE Interest paid (21,185) (8,906)
BHFBEER PRC income tax paid (17,025) (8,624)
EBEENEH Hong Kong Profits Tax paid (154) (734)
REIHFBFEH Hong Kong Profits Tax refunded = 1,306
REXK (FTRA)MERLSEH NET CASH (USED IN) GENERATED
FROM OPERATING ACTIVITIES (202,243) 74,376

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT



SZEIREMEIFR Consolidated Cash Flow Statement

BE-ZZT=F=HA=1—HLLFE for the year ended 31st March, 2003

M aE FET T T
Notes HK$'000 HK$'000
BEEE INVESTING ACTIVITIES
B IR R T 17 8 0 Increase in pledged bank deposits (73,580) (46,641)
BEME - BEREE Purchase of property, plant and
equipment (1,124) (1,482)
B W F B Interest received 4,151 4,992
2 U & WA Rental income received 360 360
LEWE - BEREXEMGHIE Proceeds on disposal of property,
plant and equipment 287 400
W BE B B8 A &) Acquisition of subsidiaries (net of
(CREtFIEE v BRe Rk cash and cash equivalents
ReEEY) acquired) 25 - (4,566)
WEHEMIEE Acquisition of other investments = 2)
—REBENA ZBR Repayment from an associate = 443
HE—IBIEEYMEFERIE Proceeds on disposal of an
investment property - 445
& BT B A 7] Disposal of subsidiaries
(RETPTHEEZRE R (net of cash and cash
ReZEEY) equivalents disposed of) 26 = 328
RETBHMARESERE NET CASH USED IN INVESTING
ACTIVITIES (69,906) (45,723)
ﬂﬁ%ﬁ FINANCING ACTIVITIES
ECRITEEREMEE Bank and other borrowings raised 1,284,926 201,404
Ef%i%ZfETﬂ%%“&HJM%,l Bank and other borrowings repaid (1,046,266) (156,778)
2T E Dividends paid (15,105) (3,021)
fa%&mﬂéﬁﬂi’ﬂ 15 Repayment of obligations under
finance leases (240) (172)
BMEMNEBELEF A Interest on obligations under
finance leases (38) (67)
METHMEREFH NET CASH GENERATED FROM
FINANCING ACTIVITIES 223,277 41,366
ReRBESEEY CHD) BMmEE NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVALENTS (48,872) 70,019
FNzREREAEEEY CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR 175,571 105,536
EXREH) & Effect of foreign exchange rate
changes 53 16
FRZESREASEEY CASH AND CASH EQUIVALENTS AT
END OF THE YEAR 126,752 175,571
RERREEEYEARDNT ANALYSIS OF THE BALANCES OF
CASH AND CASH EQUIVALENTS
RITIFR Bank deposits 25,293 4,204
RITEGFERRE Bank balances and cash 101,459 173,929
RITEX Bank overdrafts = (2,562)
126,752 175,571

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT
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B ¥ 3R T YT Notes to the Financial Statements
BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

The Company is an exempted company with limited
liability incorporated in Bermuda under The Companies
Act 1981 of Bermuda (as amended) with its shares listed
on the Growth Enterprise Market of The Stock Exchange
of Hong Kong Limited. Its ultimate holding company is
Future 2000 Limited, a company incorporated in the

British Virgin Islands.

The Company is an investment holding company. The
principal activities of its subsidiaries are the distribution
and trading of mobile phones and related accessories,
computer hardware and software and the development

of marketing and after-sales service network.

In the current year, the Group has adopted for the first
time a number of new and revised Statements of
Standard Accounting Practice (“SSAP"s) issued by the
Hong Kong Society of Accountants. Adoption of these
SSAPs has led to a number of changes in the Group's
accounting policies. The revised accounting policies are
set out in note 3. In addition, the new and revised SSAPs
have introduced additional and revised disclosure
requirements which have been adopted in these financial
statements. Comparative amounts and disclosures for
the prior year have been restated in order to achieve a
consistent presentation.

Foreign currencies

The revisions to SSAP 11 “Foreign Currency Translation”
have eliminated the choice of translating the income
statements of overseas subsidiaries at the closing rate
for the year. They are now required to be translated at
an average rate. Accordingly, on consolidation, the assets
and liabilities of the Group's subsidiaries are translated

at exchange rates prevailing on the balance sheet date.

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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B 7% 3R R MY 3T Notes to the Financial Statements
HE-ZEZE=F=H=1—HLLFE for the year ended 31st March, 2003

Income and expense items are translated at an average
exchange rate for the year. Exchange differences arising,
if any, are classified as equity and transferred to the
Group's translation reserve. Such translation differences
are recognised as income or as expenses in the year in
which the subsidiary is disposed of. This change in
accounting policy has not had any material effect on the

results for the current or prior accounting periods.

Cash flow statements

In the current year, the Group has adopted SSAP 15
(Revised) “Cash Flow Statements”. Under SSAP 15
(Revised), cash flow are classified under three headings
— operating, investing and financing, rather than the
previous five headings. Interest paid and dividends paid,
which were previously presented under a separate
heading, are classified as operating/investing/financing
cash flows respectively. Cash flows arising from taxes
on income are classified as operating activities, unless
they can be separately identified with investing or
financing activities. In addition, the amounts presented
for cash and cash equivalents have been amended to
exclude cash balances held for investment purposes/
short-term loans that are financing in nature. Cash flows
of overseas subsidiaries have been re-translated at the
rates prevailing at the dates of the cash flows rather
than the rate of exchange ruling on the balance sheet
date.

Employee benefits

In the current year, the Group has adopted SSAP 34
“Employee Benefits”, which introduces measurement
rules for employee benefits, including retirement benefit
plans. Because the Group's participates only in defined
contribution retirement benefit schemes, the adoption
of SSAP 34 has not had any material impact on the
financial statements.
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B ¥ 3R T YT Notes to the Financial Statements

BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

The financial statements have been prepared under the
historical cost convention, as modified for the revaluation
of investment property and other investments, and in
accordance with accounting principles generally accepted
in Hong Kong. The principal accounting policies adopted

are as follows:

Basis of consolidation

The consolidated financial statements of the Company and

its subsidiaries are made up to the balance sheet date.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income
statement from the effective date of acquisition or up

to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances
between group companies are eliminated on
consolidation.

Goodwill

Goodwill arising on consolidation represents the excess
of the cost of acquisition over the Group's interest in
the fair value of the identifiable assets and liabilities of
a subsidiary, associate or jointly controlled entity at the
date of acquisition.

Goodwill arising on acquisitions prior to 1st April, 2001
continues to be held in reserves, and will be charged to
the income statement at the time of disposal of the
relevant subsidiary or associate, or at such time as the

goodwill is determined to be impaired.

Goodwill arising on acquisitions after 1st April, 2001 is
capitalised and amortised on a straight-line basis over
its useful economic life. Goodwill arising on the
acquisition of an associate is included within the carrying
amount of the associate. Goodwill arising on the
acquisition of subsidiaries is presented separately in the
balance sheet.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE
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RESEHAKEEERAT

On disposal of a subsidiary or an associate, the
attributable amount of goodwill previously eliminated
against or credited to reserves is included in the

determination of the profit or loss on disposal.

Turnover

Turnover represents the net amounts received and
receivable for goods sold by the Group to outside

customers during the year.

Revenue recognition

Sales of goods are recognised when goods are delivered

and title has passed.

Rental income from investment property under operating
leases is recognised on a straight line basis over the

term of the relevant lease.

Interest income is accrued on a time basis, by reference
to the principal outstanding and at the interest rate

applicable.

Dividend income from investments is recognised when
the shareholders’ right to receive payment has been
established.

Investment in a subsidiary

Investment in a subsidiary is included in the Company's
balance sheet at cost less any identified impairment

loss.

Interest in associates

The results and assets and liabilities of the associates
are incorporated in these financial statements using the
equity method of accounting. The carrying amount of
such investments is reduced to recognise any identified

impairment loss in the value of individual investments.
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B ¥ 3R T YT Notes to the Financial Statements
BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

Investment property

Investment property is completed property which is held
for its investment potential, any rental income being
negotiated at arm’s length.

Investment property is stated at open market value
based on independent professional valuation at the
balance sheet date. Any surplus or deficit arising on the
revaluation of investment property is credited or charged
to the investment property revaluation reserve unless
the balance of this reserve is insufficient to cover a
deficit, in which case the excess of the deficit over the
balance on the investment property revaluation reserve
is charged to the income statement. Where a deficit
has previously been charged to the income statement
and a revaluation surplus subsequently arises, this
surplus is credited to the income statement to the extent
of the deficit previously charged.

On disposal of an investment property, the balance of
the investment property revaluation reserve attributable
to that property is credited to the income statement.

No depreciation is provided in respect of investment
properties except where the unexpired term of the
relevant lease is 20 years or less.

Property, plant and equipment

Property, plant and equipment are stated at cost less
depreciation at the balance sheet date and any

impairment losses.

The gain or loss arising from disposal or retirement of
an asset is determined as the difference between the
sales proceeds and the carrying amount of the asset
and is recognised in the income statement.

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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B 73R R K1 Notes to the Financial Statements
BE-ZZT=F=F=+1—HILHFE for the year ended 31st March, 2003

Depreciation is provided to write off the cost of property,
plant and equipment other than investment property over
their estimated useful lives, using the straight line

method, at the following rates per annum:

20% IR B BB LT ARG E BE)
20% or over the term of the relevant lease, whichever

is shorter

25%

25%

Assets held under finance leases are depreciated over
their expected useful lives on the same basis as owned

assets or, where shorter, the term of the relevant lease.

Investments in securities

Investments in securities are recognised on a trade-

date basis and are initially measured at cost.

Investments other than held-to-maturity debt securities
are classified as investment securities and other

investments.

Investment securities, which are securities held for an
identified long-term strategic purpose, are measured at
subsequent reporting dates at cost, as reduced by any
impairment loss that is other than temporary.

Other investments are measured at fair value, with
unrealised gains and losses included in net profit or

loss for the year.
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B ¥ 3R T YT Notes to the Financial Statements
BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an
asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its
recoverable amount. Impairment losses are recognised

as an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as

income immediately.

Assets held under finance lease

Leases are classified as finance leases when the terms
of the lease transfer substantially all the risks and
rewards of ownership of the assets concerned to the
Group. Assets held under finance leases are capitalised
at their fair values at the date of acquisition. The
corresponding liabilities to the lessor or hirer, net of
interest charges, are included in the balance sheet as a
finance lease hire purchase obligation. Finance costs,
which represent the difference between the total leasing
commitments and the fair value of the assets acquired,
are charged to the income statement over the term of
the relevant lease so as to produce a constant periodic
rate of charge on the remaining balance of the

obligations for each accounting period.

All other leases are classified as operating leases and
the annual rentals are charged to the income statement
on a straight-line basis over the term of the relevant

lease.

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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Taxation

The charge for taxation is based on the results for the
year as adjusted for items which are non-assessable or
disallowed. Timing differences arise from the recognition
for tax purposes of certain items of income and expense
in a different accounting period from that in which they
are recognised in the financial statements. The tax effect
of timing differences, computed using the liability
method, is recognised as deferred taxation in the
financial statements to the extent that it is probable
that a liability or an asset will crystallise in the
foreseeable future.

Borrowing costs

Borrowing costs comprise borrowing expenses and other
incidental costs incurred in connection with the
borrowing of funds and is amortised on a straight line

basis over the term of respective borrowings.

All other borrowing costs are recognised as an expense

in the year in which they are incurred.

Retirement benefits costs

Payments to defined contribution retirement benefits
schemes are charged as an expense as they fall due.
Payments made to state-managed retirement benefits
schemes are dealt with as payments to defined
contribution schemes where the Group’s obligations
under the schemes are equivalent to those arising in a

defined contribution retirement benefits scheme.

Foreign currencies

Transactions in currencies other than Hong Kong dollars
are initially recorded at the rates ruling on the dates of
the transactions. Monetary assets and liabilities
denominated in such currencies are re-translated into
Hong Kong dollars at the rates ruling on the balance
sheet date. Gains and losses arising on exchange are
dealt with in the income statement.
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RIFERER  BIEBZ2EERE On consolidation, the assets and liabilities of overseas
BEREHFRZERRE - WARRX operations are translated at exchange rates prevailing
HEBAZRZFEE 2 FHERRE on the balance sheet date. Income and expense items

are translated at an average exchange rate for the year.
KERD Operating leases
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Rentals payable under operating leases are charged to

the income statement on a straight line basis over the

period of the respective leases.

THET THET
HK$'000 HK$'000
Profit from operations has been
arrived at after charging:
Allowances for doubtful debts 5,625 913
Amortisation of goodwill (included in
other operating expenses) 640 661
Auditors’ remuneration 1,215 733
Depreciation and amortisation on
— owned assets 911 1,874
— assets held under finance leases 312 484
Loss on disposal of property, plant
and equipment - 2,022
Impairment loss on amount due
from an associate 437 -
Staff costs
— directors’ emoluments 1,838 2,100
— other staff costs 15,059 14,746
— other staff's retirement benefits
scheme contribution 476 411
17,373 17,257
and after crediting:
Bank interest income 3,600 4,992
Gain on disposal of property, plant
and equipment 28 -

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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FHT FH&T
HK$'000 HK$'000
B Interest on:
ARAFATHEECRITEE Bank borrowings wholly repayable
within five years 20,660 8,906
BEENEL Obligations under finance leases 38 67
20,698 8,973
& B RN 3H Amortisation of borrowing costs = 1,920
20,698 10,893
FHT FHET
HK$'000 HK$'000
T HBE The charge comprises:
RIE AR F E (5 R a A Hong Kong Profits Tax calculated at
B E1I6%TE 2 16% of the estimated assessable
BEAEMGH profit for the year
KEE Current year 64 147
LA FE B Ra Overprovision in prior years = (1,707)
64 (1,560)
hE AR LME People’s Republic of China other
(BB (TR S than Hong Kong (“PRC") income tax 15,954 10,839
RIER IR (H7E24) Deferred tax (note 24) = (57)
16,018 9,222

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT
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BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

PRC income tax represents taxation charges on the
assessable profits of the Company's subsidiaries,
Fortune (Shanghai) International Trading Co., Ltd.
(“Fortune Shanghai”) and EBRZEEE S AR A
F8iE3"), established in Shanghai Waigaogiao Free
Trade Zone, the PRC. Fortune Shanghai and /&%
are entitled to a preferential PRC income tax rate of
15% which is granted to companies established in

Shanghai Waigaogiao Free Trade Zone. .

Details of deferred taxation are set out in note 24.

TEx TAT
HK$'000  HK$'000

RNz T —FF 2002 final dividend of HK 5 cents
RERE (ZZEZT=F « 1B per share (2002: 2001 final dividend of
2 ET—FEREKE) HK 1 cent per share) 15,105 3,021

E=C2aRNEREL(CEEC
F oI ZRBKRE - XAFK
ﬁéﬂﬁ%%@iﬁ@tZﬁt/E °

BREXBANTDIBEFE & F
60,917,000 T (ZZE T = F :
50,315,000/ 7T) & F A 2 81T 2 hntE
F1980302,100,0000% (ZEZ =4 :
301,410,000/%) 5t & -

The final dividend of HK5 cents (2002: HK5 cents) per
share has been proposed by the directors and is subject
to approval by the shareholders in the annual general

meeting.

The calculation of the basic earnings per share is based
on the profit for the year of HK$60,917,000 (2002:
HK$50,315,000) and on the weighted average number
of 302,100,000 shares (2002: 301,410,000) in issue
during the year.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE
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FHTT
HK$'000
AEH THE GROUP
B E AT VALUATION
R-ZZTEE-_FMWAHA—H At 1st April, 2002 7,000
B{hE4 Deficit on revaluation (1,500)
RZEBEE=F=A=+—H At 31st March, 2003 5,500

BEMEDIRBEEBSZRBHENE
B - W P L Y 3 1k (B R 3K B ORI = R
BRAFR-EE=F=-A=+—H
BRARMEEEELEMR - B Ll
B IR E & &5 4H1,500,0000 T I
ERWAREK RN -

REMEXERE-—ALLEHROEL -
W F —HRRT - ABERT K
MBARZz —MRRITHE -

ARRARNEE AL BEAIREYE -

FORTUNE TELECOM HOLDINGS LIMITED
REBEHKEERRIA

The investment property is held under a long lease in
Hong Kong. It was revalued at 31st March, 2003 by
Midland Surveyors Limited, an independent property
valuer, on an open market existing use basis. This
valuation resulted in a revaluation deficit of
HK$1,500,000 which has been charged to the income
statement.

The investment property is pledged to a bank to secure
general banking facilities granted to a subsidiary and
rented out under an operating lease.

The Company did not have any investment property at
the balance sheet date.
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EX
KERERE

Furniture,

HOYEHEE  fixtures RE
Leasehold and Motor W
improvements equipment  vehicles Total
FHET FHET FHET FHET
HK$'000  HK$'000  HK$'000  HK$'000

AEH THE GROUP
RAE COST
R-ZEZ-_FWPA—H At 1st April, 2002 1,540 2,546 2,122 6,208
0 Additions 72 544 508 1,124
k=4 Disposals (523) (513) (874) (1,910)
R-_EE=F=A=+—H At 31st March, 2003 1,089 2,577 1,756 5,422
TER#H DEPRECIATION AND

AMORTISATION
R-EE—FpmA—H At 1st April, 2002 1,208 1,565 1,051 3,824
NEERE Provided for the year 211 552 460 1,223
& B 5 Elimination on disposals (459) (431) (761) (1,651)
R-_TEEZ=%F=F=+—H At 31st March, 2003 960 1,686 750 3,396
RHEFE NET BOOK VALUES
R-_EE=F=A=+—H At 31st March, 2003 129 891 1,006 2,026
R-ZEE-_F=ZA=+—H At 31st March, 2002 332 981 1,071 2,384

M BMEERXEZEREFETRABH
624,000 T (ZZZ =4 : 936,000
BIL) IREREROBEZEE -

N
54

MO

3?#51

FERYETMYE  BFE

The net book value of property, plant and equipment
includes an amount of HK$624,000 (2002: HK$936,000)

in respect of assets held under finance leases.

The Company did not have any property, plant and

equipment at the balance sheet date.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE
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TATT
HK$'000
2N COST
RZEE_FNWA—HRK
—EE=F=ZA=+—H At 1st April, 2002 And 31st March, 2003 3,196
B RRE AMORTISATION AND IMPAIRMENT
R-ZZEZE_FMA—H At 1st April, 2002 661
rFEEZER Charge for the year 640
R-_TEE=%F=A=+—H At 31st March, 2003 1,301
REE NET BOOK VALUE
R-_EE=F=A=+—H At 31st March, 2003 1,895
R-_EE-_F=A=+—H At 31st March, 2002 2,535

BERACEEFHRAASF -

The amortisation period adopted for goodwill is five

years.

2003 & 2002
FET
HK$°'000
VNN | THE COMPANY
JEEMRRD - EEAE Unlisted shares, at cost 41,148
ARRETEENBRAIR-_ZEE= Details of the Company’s principal subsidiaries at 31st
FZRA=+—HZHB %UJLQWEI% March, 2003 are set out in note 32.
BHEFEEER REREETEE The amounts are unsecured, non-interest bearing and
B -FERE BEERERERER— have no fixed repayment terms. In the opinion of the
R BREEFITSHEREE - WE directors, the amounts will not be demanded for

SIFEIERBNIEE -

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT

repayment in the coming financial year, and therefore,
they are classified as non-current.
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AEH
THE GROUP

TEx TAET
HK$'000  HK$'000

BHEEFE Share of net assets = 38
il gkl Amount due from an associate

SRR less allowances = 437

- 475

R-ZBT_HF=A=+—H FHRE
W& R R 2 FRTYEE R R FR10
B RAYEBEFEERSH BFB=RR
ERAREBANEE QR —FRE
B HEEEEABRAIMEIRRS
HE  -BERREREE_TT=F
ZA=+t—HILEFEARHE -

At 31st March, 2002, the amount due from an associate
was unsecured, carried interest at 10% per annum and
had no fixed repayment terms. In the opinion of the
directors, the amount would not be repayable within
one year from the balance sheet date and was therefore
shown in the balance sheet as non-current. The associate

was disposed of during the year ended 31st March,

2003.

FEBE20,0008 T (2T —F Included in inventories are goods held for resale of
6,673,000/ 7T) 12 7] B FE AR HK$20,000 (2002: HK$6,673,000) carried at net realisable
BIEEECER - value.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE
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REBETHESREFPZEEHRNT
=+tHEAtB (CEBEZT—F: NF=
THEHEATRH) - BEWE SRR K EAM
EREFRPTEREEKE S EX
104,146,000 L (Z T T = F
91,706,000/ 7T) - M H BR#e 2 4 1A
N

The Group has a policy of allowing a credit period ranged
from 30 to 90 days (2002: ranged from 30 to 90 days)
to its trade customers. Included in trade and other
receivables are trade receivables of HK$104,146,000
(2002: HK$91,706,000) and their aged analyses are as

follows:

AEE
THE GROUP

FTHET FAT
HK$'000 HK$'000

EUE SRR Trade receivables
N=+HAR Up to 30 days 101,596 82,464
=+—HZEhTH 31 to 90 days 1,966 7,142
i@+ A More than 90 days 584 2,100
104,146 91,706
hn o EUOEER Add: Value-added-tax receivables 5,646 11,326
JfE U O] 0 7078 Rebates receivables 24,864 11,192
e MIENRFRIE Deposits and prepayments 21,096 8,163
155,752 122,387

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT
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REH
THE GROUP

TEx TAET
HK$'000  HK$'000

BINR D EF ¢ Overseas equity securities:
m Listed 3,728 1,740
L™ Unlisted 2 392
3,730 2,132
@& SHsmE Market value of listed securities 3,728 1,740
R-EE=ZF=ZA=+—B 2853k The overseas unlisted investment as at 31st March, 2003
EFREFEG—RRERFMA principally represents a less than 1% interest in
Z A @l Talentsoft, Inc. 1% 2 Talentsoft, Inc., a company incorporated in the United
W BERR  BABTEMLIBIRAERN States. The directors are of the opinion that the inflow
ERZEERZ - FR 0 EERBE of economic benefit from this investment cannot be
[E518390,0007% 7T 3 7 YA R R F0R © predicted with certainty. An impairment loss of

HK$390,000 has been recognised and charged to the
income statements during the year.

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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EBRESEREEMEMAERT SE
JENE SBREF17,967,0005 7T (=

Al

(=) Included in trade and other payables are trade payables
eses of HK$17,967,000 (2002: HK$156,470,000) and their

—fF :156,470,000/8C) © mERE aged analyses are as follows:
AT
AEE
THE GROUP
FET FAT
HK$'000 HK$'000
BB SRR Trade payables:
L=+HBAR Up to 30 days 15,799 152,285
=+—HBZhTH 31 to 90 days 2,107 479
B@Nt+ B More than 90 days 61 3,706
17,967 156,470
o EErERREHMEMERRK Add : Accrued charges and other payables 14,057 11,069
32,024 167,539

FHAREREERT  REBIRITAZE
FWEM2.25% T EFBERERFRE

FORTUNE TELECOM HOLDINGS LIMITED

RESEHAKEEERAT

the year.

The amount was unsecured, carried interest at LIBOR

plus 2.25 per cent per annum and was fully repaid during



B ¥ 3R T YT Notes to the Financial Statements

BE-TE=

F=H=+1+—HILEFE for the year ended 31st March, 2003

ZBEREE [ &N
Number of Share
ordinary shares capital
FET
HK$'000
EERAR Authorised:
SREE0.10E T L@ Ordinary shares of HK$0.10 each
RZZTZE-—FMA—QH - At 1st April, 2001, 31st March, 2002
—EE-_F=ZA=+—H and 31st March, 2003
;r=ZFZE=F=A=+—H 1,000,000,000 100,000
BT R Issued and fully paid:
R-_ZEE—FMHAH—H At 1st April, 2001 300,000,000 30,000
BR U BE T BB 1 ) 1 B AT AR 1D Issue of shares for acquisition of
subsidiaries 2,100,000 210
RZBEE-F=A=+—"HK At 31st March, 2002 and 31st March,
—EE=F=ZA=+—H 2003 302,100,000 30,210
Rit
(5 4t) &= 7
BHEE BHRERAccumulated
Share Contributed (Deficit) HEE
premium surplus profits Total
AL AL THT FTET
HK$'000 HK$'000 HK$'000 HK$'000
AN THE COMPANY
RZZEZE—FWMA—H At 1st April, 2001 102,225 40,948 (5,096) 138,077
BITRODELEZRE Premium arising on issue of shares 1,050 = = 1,050
N i Fl Profit for the year = = 19,810 19,810
B S (KH1EE7) Dividend paid (note 7) - - (3,021) (3,021)
R-ZZEE-_F=A=+—H At 31st March, 2002 103,275 40,948 11,693 155,916
2R 2 3 A Profit for the year - - 49,177 49,177
B AE (FTEE7) Dividend paid (note 7) - - (15,105) (15,105)
RZTEE=F=HA=+—H At 31st March, 2003 103,275 40,948 45,765 189,988

FORTUNE TELECOM HOLDINGS LIMITED @
ERESHEKEAERAT
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BE-ZZT=F=F=+1—HILHFE for the year ended 31st March, 2003

BERRABBEENBRRREARRA
WERRZGERREESEARNTR
EEEAERH EAREmEITRG Z
EER A AR R & B E AR AR
B = 2177 1,000,0000% B 15 B 30 2
HIBMEZEZ5 -

REABRE-NN\—FRQEDE AR
BAZEHBRFBUADIK - AW - &£
THBERT » RRARTFABEH AR
BEIRFKERBFIEH DK :

(a) R FRIR A S RS 2
HZzafE =X

(b)) HEEZAZREEAMIRN
HEERASHTRAREND
ot 18 B 2 48 o

EERA ARAIR=ZZET=F=A
“t+—HAUAUDETRREZFEEE
REARBRSBRERE2F 5 M & E
86,713,000 L (=T FT = F :
52,641,000/ L) °

)

FORTUNE TELECOM HOLDINGS LIMITED

REBEHKEERRIA

The contributed surplus represents the difference
between the consolidated shareholder’'s funds of the
subsidiaries at the date on which they were acquired by
the Company, and the nominal value of the Company’s
shares issued for their acquisition at the time of the
group reorganisation less the amount applied to pay up
the 1,000,000 nil paid shares at the time of the group
reorganisation.

Under the Companies Act 1981 of Bermuda, the
contributed surplus account of the Company is available
for distribution. However, the Company cannot declare
or pay a dividend or make a distribution out of

contributed surplus if:

(a) it is, or would after the payment be, unable to

pay its liabilities as they become due; or

(b) the realisable value of its assets would thereby
be less than the aggregate of its liabilities and its

issued share capital and share premium accounts.

In the opinion of the directors, the Company’s reserves
available for distribution to shareholders as at 31st
March, 2003 consisted of the contributed surplus and
the accumulated profits totalling HK$86,713,000 (2002:
HK$52,641,000).



B ¥ 3R T YT Notes to the Financial Statements
BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

rEH ¥ NN
THE GROUP THE COMPANY
THER FAT THERT FAT
HK$'000 HK$'000 HK$’000 HK$'000
RITEEREMEERE Bank and other borrowings
comprise:
SrEWIEER Trust receipt loans 10,554 = = =
RITER Bank loans 467,547 239,441 160,000 39,000
RITE Bank overdrafts = 2,562 = =
478,101 242,003 160,000 39,000
BEEKRAK : Borrowing costs:
F1 At beginning of the year - 1,920 - 1,920
RERNEH Amortised during the year = (1,920) = (1,920)
F IR At end of the year = = = =
BREE Carrying value 478,101 242,003 160,000 39,000
DT Analysed as
—BER - secured 117,158 109,434 - =
—EER - unsecured 360,943 132,569 160,000 39,000
478,101 242,003 160,000 39,000
RITBEERHEMEEER The bank and other borrowings
T EffEE R ¢ are repayable as follows:
—FASIRABA Within one year or on demand 342,101 242,003 24,000 39,000
—FAE - MFEUA More than one year, but not
exceeding two years 136,000 - 136,000 -
478,101 242,003 160,000 39,000
B RBBERTR —F Less: Amount due within one
N B H 2 FRIB year and shown under
current liabilities (342,101) (242,003) (24,000) (39,000)
—F &R H 2 FRIB Amount due after one year 136,000 - 136,000 =

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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BE-ZZT=F=F=+1—HILHFE for the year ended 31st March, 2003

AEBZRITBMETIATISRER
AR

(a) AEBEKREME: &
(b) A& B 2 F 17 50199,339,000

BT (ZZE =4 ¢ 125,759,000
BIT) °

MEANEB AR NI HEER

The Group’'s banking facilities are secured by the
following:

(a) investment property of the Group; and

(b) fixed deposits of HK$199,339,000 (2002:
HK$125,759,000) of the Group.

The obligations under finance leases are repayable as

follows:
BEREEREZRE
REAERE Present value
Minimum of minimum
lease payment lease payment
FER FAT THER FAT
HK$’000 HK$'000 HK$'000 HK$'000
—F RN Within one year 226 278 200 240
B In the second year 227 226 200 175
E=FZERF (BIEERME) In the third to fifth year inclusive 283 510 250 475
W RKBEER Less: future finance charges (86) (124) N/A N/A
650 890 650 890
B ORBBERTR Less: Amount due within one year
—FREH 2 FIE and shown under current
liabilities (200) (240)
—F 1% B Y 2 38 Amount due after one year 450 650

REB s BEANBMERN 27 AH
EHA $ﬁ%&%ﬁ’$ﬁﬁ%¢%
RUUEF - REKEBEME 2 FIEE
R AE o %ﬁﬂ%ﬂ&lm%ﬁ
EHT - BYEEITUARNKARE 2
o

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT

It is the Group's policy to lease certain of its plant and
equipment under finance leases. The average lease term
is 4.5 years. Interest rates were fixed at the contract
date. All leases are on a fixed repayment basis and no
arrangements have been entered into for contingent

rental payments.



AEBEZBEBNER T HABEAR
PIRE 2 EERREER -

B ¥ 3R T YT Notes to the Financial Statements

HE-ZEZE=F=H=1—HLLFE for the year ended 31st March, 2003

The Group's obligations under finance leases are secured

by the lessor’'s charge over the leased assets.

The Company had no obligation under a finance lease at
31st March, 2003 or 31st March, 2002.

A%EH
THE GROUP

TRET FTAET
HK$'000  HK$'000

F4) At beginning of the year = 57
KEEEK R (fizEe6) Credit for the year (note 6) = (57)
FR At end of the year = =

AEBERARRARRAFERREER
MEEARBEETRARE

The Group and the Company had no significant
unprovided deferred tax liabilities for the year or at the

balance sheet date.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE
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BE-ZZ=F=H=+—HIEFE for the year ended 31st March, 2003

FTET FHT
HK$'000 HK$'000
Fri g & 2 - Net assets acquired:

WEME Investment property = 445
Y - BB K& Property, plant and equipment = 622
RN o Interest in associates = 2
FE Inventories = 33,095
JE WU B 5 AR R I HL th 8 Ui AR K Trade and other receivables = 15,277
A] Uk 1= 7 18 Tax recoverable = 87
RITETFERE Bank balances and cash — 4,407
BB SRR R EMENRR Trade and other payables = (31,400)
RITEEREMEE Bank and other borrowings = (8,444)
RITEX Bank overdrafts - (873)
REMRLER Obligations under a finance lease = (2)
DR EES Minority interests = (7,052)
- 6,164

WENBAREEZHE Goodwill arising on acquisition of
subsidiaries - 3,196
- 9,360

ZRAR Satisfied by:

Re Cash - 8,100
BITRRAD Shares issued = 1,260
- 9,360

FORTUNE TELECOM HOLDINGS LIMITED

REBEHKEERRIA
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BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

RBEMBARZEEREEEYD Analysis of the net outflow of cash and cash equivalents in
MR respect of the purchase of subsidiaries:

TET TAET
HK$'000  HK$'000

ENRERE Cash consideration paid = (8,100)
Frig 2 IRITE T RR S Bank balances and cash acquired = 4,407
RITEXZ Bank overdrafts = (873)
RWENB AR ZEE R Net outflow of cash and cash equivalents in
ReFEYR L FHE respect of the purchase of subsidiaries = (4,566)
FTIEENB AR REE ST _F= The subsidiaries acquired for the year ended 31st March,
A=1T—HIEFERAEBZEXRE 2002 contributed HK$59,725,000 and HK$5,072,000 to
K2 B % B & F1 9 Bl 75 2K 59,725,000/ the Group's turnover and profit before taxation.

7T %5,072,0005% T 2 B & °

TEx TET
HK$'000  HK$'000

HETISE 2 EEFE Net assets disposed of:
JEUE ZERTE & H fib R UL BR 18 Trade and other receivables = 13
RITHEGTRES Bank balances and cash = 59
ENESREREMEMNKRIE Trade and other payables = (872)
- (800)
HEHEB ARz ke Gain on disposal of subsidiaries = 1,187
- 387
ATH AR Satisfied by:
BUIRENRE Cash consideration received = 387

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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BE-ZZT=F=F=+1—HILHFE for the year ended 31st March, 2003

BRLEMNBARIz ReERESEE Analysis of the net inflow of cash and cash equivalents in
VIR R A connection with the disposal of subsidiaries:

TET TAET
HK$'000  HK$'000

BEUWESRE Cash consideration received = 387
HEZIRE MBTHER Cash and bank balances disposed of = (59)
FRALEMBARIZRE Net inflow of cash and cash equivalents in
LBEEBMRNFE connection with the disposal of subsidiaries = 328
rEH AT
THE GROUP THE COMPANY

TExT TFTET FErR TET
HK$'000 HK$'000 HK$000 HK$'000

BB ARFFAZ Guarantees given to banks, in
IRITRRE MM IRTT respect of bank facilities utilised
e 2 R by subsidiaries - - 255,837 171,963
rEBEREAEAA The Group as lessee
rEE
THE GROUP
FHE T FHET
HK$000 HK$'000
FAENEEHAORERS Minimum lease payment paid under operating
lease during the year 3,577 6,926

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT
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B ¥ 3R T YT Notes to the Financial Statements

BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

At the balance sheet date, the Group had commitments
payable in the following year under non-cancellable
operating leases in respect of rented premises as

follows:

AEH
THE GROUP

FET TR

HK$'000 HK$'000

LEBAN THERE® Operating leases which expire:
—¢W Within one year 1,596 2,628
“FEFRF (RIEEEMT) In the second to fifth year inclusive 174 232
1,770 2,860

REMHOFBABEAEEREETHA
EPFRENZES - HODKHERE
K- Ee T E FHEMR-ER

_H:[

REEE  AARLEYKEFZT
A T KRR -

REBERHBEA

AEEMRMz2YEHRSRALR
360,000/ 7T (ZTZ — % : 360,000
BT - B E RS EEREEA
wHRI% 2T W - RMERKRED
WEIER -

Operating lease payments represent rentals payable by
the Group for certain of its office properties. Leases are
negotiated, and rentals are fixed, for an average term of

two to five years.

The Company has no outstanding commitments under
non-cancellable operating leases at the balance sheet
date.

The Group as lessor

Property rental income earned during the year was
approximately HK$360,000 (2002: HK$360,000). The
property is expected to generate rental yields of 3% on
an on going basis. The property held have committed

tenants for the next year.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE
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BE-ZZT=F=F=+1—HILHFE for the year ended 31st March, 2003

REER  AEEEBEITIATZ

At the balance sheet date, the Group had contracted

RARFHEHEEH with tenants for the following future minimum lease
payments:

FHExT T

HK$'000 HK$'000

—FKR Within one year 240 360

F_EZENF (BEEEMSE) In the second to fifth year inclusive = 240

240 600

REER - NRFWERT L AERIER
ARKREHEESEH -

The Company had no future minimum lease payment
contracted at the balance sheet date.

TER T
HK$'000  HK$'000

Capital expenditure contracted for but not

REMEFTHE provided in the financial statements in
EENNIEGEE LY respect of acquisition of property, plant
BiE2EARTH and equipment = 216

RIEEE - RAFLEEFENE -

AEBRMEREREREEEERAM
RENRBAETE - BRAGEZEETS
EASEEENRAYLAXFEAZESZ
EeHA -

KU AR ABR 2 R ARAE AR AT
BT ARSERBFEEE 2L EX
NFEESZHFK - HERERZHN
SHRAR LS - RAIAKER K2
Wt Rz SR R AR R A 2 (AR e

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT

The Company has no capital commitments at the balance
sheet date.

The Group operates a defined contribution retirement
benefits scheme for all qualifying employees. The assets
of the schemes are held separately from those of the
Group in funds under the controls of trustees.

The retirement benefits cost charged to the income
statement represents contributions payable to the fund
by the Group at rates specified in the rules of the
scheme. Where there are employees who leave the
scheme prior to vesting fully in the contribution, the
contributions payable by the Group are reduced by the
amount of forfeited contributions.



REEBR - WEREER R RKEF
&t & & A K Al A 1EF0 R R 2R 20 4 e
MRz ERORMKPESK -

H-ETETF+-A—HEE  A&H
EAREIEATEEE (BB
gll) - BB BB REIE AR
SEFIABRHIEATESEE R -
REBEESHEICEENRAEEZEE
PHETABYISAEAESNZESH
B RERBESFERA EERHE
EESABEREBAMRAIET 2L ERIE
EER - NEBERRBERHEZESR
EREARBEEELMAEMRNK - B
I 48 0] AREHR R RECF B R 2

SRR -

RABE MR EBRES S EE
ZERRBAET BRI AR EIZ R
BafdlEE s EZRNTES 2H

N
A °

AEBEFRZHBARL2HEAFH
BREE ZENRETE - KBt - ZEM
BRARREGERBEF S CETETRESD
b 5RIE - fEAZEEIZHR - B
FR - ZEWBARIRBEALTHRE
2 H133,0008 T (ZEE =
F 1 27,0008 7T) - RFEAILEE LI
ZHAAIALMNKRZENB AR A%
R .

B ¥ 3R T YT Notes to the Financial Statements
BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

At the balance sheet date, there was no significant
forfeited contributions, which arose upon employees
leaving the retirement benefits scheme and which are
available to reduce the contributions payable in the future

years.

With effective from 1st December, 2000, the Group has
joined a Mandatory Provident Fund scheme (“MPF
Scheme”). The MPF scheme is registered with the
Mandatory Provident Fund Scheme Authority under the
Mandatory Provident Fund Scheme Ordinance. The
assets of the MPF scheme are held separately from
those of the Group in funds under the control of an
independent trustee. Under the rules of the MPF
Scheme, the employer and its employees are each
required to make contributions to the scheme at rates
specified in the rules. The only obligation of the Group
with respect to the MPF Scheme is to make the required
contributions under the scheme. No forfeited
contributions are available to reduce the contributions

payable in future years.

The retirement benefit scheme contributions arising from
the MPF Scheme charged to the income statement
represent contributions payable to the funds by the

Group at rates specified in the rules of the MPF Scheme.

Subsidiaries of the Group in the PRC are participants in
a state-managed retirement plan in the PRC pursuant to
which the subsidiaries pays a fixed percentage of its
qualifying staff's wages as contribution to the plan.
During the year, contributions payable by the subsidiaries
pursuant to this arrangement were approximately
HK$133,000 (2002: HK$27,000). There were no forfeited
contributions available to reduce the subsidiaries’ future

contributions during the year.

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT
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BE-ZZT=F=F=+1—HILHFE for the year ended 31st March, 2003

(a REBEE-_ZEZT_F=ZA=1+-—
ALtEE A5EZHRFHE
ATHEFTTIRS :

(a)

During the year ended 31st March, 2002, the
Group entered into the following transactions with

related parties:

EREALTER REME FHET FHETT
Name of party Nature of transactions HK$°000 HK$'000
LT EFR AT (B BASESZ N zHeER
Harvest Union Investment Rental expenses

Limited (note i) paid by the Group - 780
F 2 5 s & (B aEin) BASELHE —RHB AR
Mr. Fong Kin Kiu (note ii) Sale of a subsidiary by the Group - 387
ik RER A F (i) AAEESNEABERERBE
Amonic Solutions Limited Web-site maintenance service fee - 480

(note iii)

paid by the Group

B&E

i) HeBERDEREMESHHES
o mESASERIBERAHRT
HEE o

i) FTREEERRAT—RIIELEH
EMBRARIzES - REZE_ZX
ZHF=A=+—HLFE HE—
RWE R B RAEEE KL E WS
1,299,000/ 7T °

iii) ZARAAER—RBEAR - B
BE_ZTZZT_F=-A=+—HI#F
BB R BRI IRTER

P
= o
It

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT

Notes:

iii)

Rental expenses were charged in accordance with the
relevant tenancy agreement and the prevailing rent is

equivalent or approximate the open market rental.

Mr. Fong Kin Kiu is a director of a non-wholly owned
subsidiary of the Company. The disposal of a subsidiary
during the year ended 31st March, 2002 resulted in a
gain on disposal for the Group amounted to
HK$1,299,000.

The company was an associate of the Group. The
provision of the service during the year ended 31st

March, 2002 was charged at market prices.
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ARRRTEEMBRARAR-BE=
E=ZA=+—BzHEET

WEAR AR

Name of subsidiary

Express Fortune Holdings
Limited

REARRDA

Express Fortune Limited

RE (L)
HRESHRAA

Fortune (Shanghai)
International Trading
Co., Ltd.

Fortune E- Commerce
Limited

MR,

P 3L 2
Place of
incorporation/
establishment

EERUEHE
British Virgin
Islands

0
Hong Kong

TEHRBIRK 2
PHIEBELE

wholly foreign
owned enterprise
established in PRC

EERUEHE
British Virgin
Islands

BE-TE=

==

F=H=+1+—HILEFE for the year ended 31st March, 2003

Details of the Company's principal subsidiaries at 31st

March, 2003 are as follows:

ERTR
BRBRH

R EE A
Issued and
fully paid
share capital/

registered capital

LFR1005%TT
Ordinary US$100

TEK10BT
ERERELERND
5,000,000/ 7T
Ordinary HK$10
Non-voting
deferred
HK$5,000,000

6,000,000 7T
US$6,000,000

LFR1005%TT
Ordinary US$100

ERRFRE
ERTREER
EXEEZLA
Proportion of
nominal value of
issued share capital/
registered capital
held by the Company

100%

100%

100%

100%

FORTUNE TELECOM HOLDINGS LIMITED

FTEEH

Principal activities

REZKR

Investment holding

BEVHES
Trading of mobile

phones

BEVHES
Trading of mobile

phones

REETHEER
Investment in
e-commerce

businesses

REESEHKEEERAT



B 7% 3R R MY 3T Notes to the Financial Statements

BE-TE=

T=F=H=+—HILEE for the year ended 31st March, 2003

WEAREMH

Name of subsidiary

BHHBEERAA
Synergy Computers &
Communications

Limited

BB EEEGERAA
Synergy Information
System Limited

REEHE (BR)ARAA
Synergy Pacific
(Holding) Limited

Synergy Technologies
(Asia) Limited

BAEEREEARAA
Telecom-port International

Holdings Limited

HEREFRRA
Top Emperor Investments
Limited

W-Data Technologies
Limited

MR,

P 3L 2
Place of
incorporation/
establishment

0
Hong Kong

EE
Hong Kong

0
Hong Kong

0
Hong Kong

0
Hong Kong

0
Hong Kong

EERUEHE
British Virgin
Islands

FORTUNE TELECOM HOLDINGS LIMITED

RESEHAKEEERAT

ERTR
BRBRH

R EE A
Issued and
fully paid
share capital/

registered capital

i@ 29,500/ T
Ordinary HK$29,500

L i@mA%2,500% 7T
Ordinary HK$2,500

LRAR24,11578 7T
Ordinary HK$24,115

EiEAx 10,000/ T
Ordinary HK$10,000

E3EAx 10,000/ T
Ordinary HK$10,000

iM% 10,000/8 T
Ordinary HK$10,000

200,000%7T
US$200,000

ARRFRE
ERTREER
EXEEZLA
Proportion of
nominal value of
issued share capital/
registered capital

held by the Company

51%

51%

51%

51%

100%

100%

51%

FTEEH

Principal activities

BEEBREM
Trading of computer

hardware

EEEMEGREH
Trading of computer
hardware and

software

REZR

Investment holding

BEEBREMN
Trading of computer

hardware

BHEETE
Retailing of mobile

phones

REMX
Property holding

EETMEMN
Trading of computer

hardware



] PR

Name of subsidiary

LBEZRRES
AR

B ¥ 3R T YT Notes to the Financial Statements

HE-ZEZE=F=H=1—HLLFE for the year ended 31st March, 2003

MR,

B 3L 3t B
Place of
incorporation/
establishment

EHREKZ
PINEBERE

wholly foreign
owned enterprise
established in PRC

NG S
BETR BRITRE M
HERX EXHEEZLA
BA/ERER Proportion of
Issued and nominal value of
fully paid issued share capital/

share capital/

registered capital

200,000 7T
US$200,000

registered capital
held by the Company

100%

TEEH

Principal activities

BEEVHES
Trading of mobile

phones

NN A E % BExpress Fortune
Holdings Limited * XM RFTABH
R RA AR MEREE -

EEXEB TN ML, BRI B

17 °

&M B 2 R R S NEAA B 1S
BERNEEEARN -

EEZERALERMIARRIZHBAA

FEVEAFEXEIERAEERE
EFEZEEZHD - EEZRE - H
HBRARZHBRESBAERB
RITLE -

AEBZEBIEZNRNEERTHE -
HRASKBZEXBREL BN R
BEAXBNDKESDHEREERDE
o FEE I AR AT o

The Company directly holds the interest in Express
Fortune Holdings Limited, all other interests shown
above are indirectly held by the Company.

The principal activities are carried out in the place of

incorporation/establishment.

None of the subsidiaries had any debt securities
subsisting at the end of the year or at any time during

the year.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for 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.

The Group's operations are located in Hong Kong and
the PRC. No activity analysis is provided as substantially
all the Group's turnover and contribution to profit from
operations were derived from the distribution and trading

of mobile phones.

FORTUNE TELECOM HOLDINGS LIMITED
ERASERREEARAE
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BE-ZZT=F=F=+1—HILHFE for the year ended 31st March, 2003

HESE Geographical segments
HE_ZTZE=F=-A=+—HL1tHF Segment information about these geographical market
B rBHELEHEMSIHEERE for the year ended 31st March, 2003 is presented below:
FIEAT
FE BB =Ee
PRC Hong Kong Consolidated
FHET FHET T T
HK$'000 HK$'000 HK$'000
BERE TURNOVER
HHMHE External sales 2,820,081 124,866 2,944,947
XE RESULTS
DEEE Segment results 112,000 (14,347) 97,653
B & AR Finance costs (20,698)
—IEYERE 2 BfHEA Deficit on revaluation of an
investment property - (1,500) (1,500)
Hiiw &z REHRFBH W Unrealised holding gain on
other investments - 1,988 1,988
BEMwE 2 REEE Impairment loss on other
investments - (390) (390)
BhEERR 2 EE Share of results of associates = (38) (38)
B 7 A& A Profit before taxation 77,015
1A Taxation (16,018)
REH D BUR BR 4E 25 A s A Profit before minority interests 60,997
DY EES Minority interests = (80) (80)
AN 25 Profit for the year 60,917
EE ASSETS
DHEEERRAGBEE Segment assets and
consolidated total assets 554,065 276,356 830,421
afE LIABILITIES
NEABRIEAHBARE Segment liabilities and
consolidated total
liabilities 329,200 187,898 517,098
Hib &8 OTHER INFORMATION
BAREE Capital additions 200 924 1,124
72 4 5 Amortisation of goodwill = 640 640
e R Depreciation and amortisation 86 1,137 1,223
BEMwE 2 REEIE Impairment loss on other
investments - 390 390

FORTUNE TELECOM HOLDINGS LIMITED
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B ¥ 3R T YT Notes to the Financial Statements
BE-ZZ=F=H=1—HIFE for the year ended 31st March, 2003

Geographical segments

BHE_ZTZTTE_F#=A=+—HItF Segment information about geographical market for the
B BEBEtEMS 2 BEEREY W year ended 31st March, 2002 is presented below:
T
FE Eipe ) =ae
PRC Hong Kong Consolidated
FET FHETT FHET
HK$'000 HK$'000 HK$'000
EER TURNOVER
HINHE External sales 3,317,473 143,709 3,461,182
ES RESULTS
DEEE Segment results 106,442 (25,368) 81,074
BbE KA Finance costs (10,893)
—IEYERE 2 BfHEA Deficit on revaluation of an

HtpmEZ ARBREBAER

ABE - ZRXBEQATMES
ZEERERER

& P8 A R 2 Wes
BEBERRZER

B 35 A1 st A
B

RFT D B R A 5 A e A
DHIRE

AR A

investment property = (1,000) (1,000)
Unrealised holding loss on
other investments = (8,292) (8,292)

Impairment loss on goodwill

arising on acquisition of

an associate - (704) (704)
Gain on disposal of subsidiaries - 1,187 1,187
Share of results of associates - (211) (211)
Profit before taxation 61,161
Taxation (9,222)
Profit before minority interests 51,939
Minority interests - (1,624) (1,624)
Profit for the year 50,315

FORTUNE TELECOM HOLDINGS LIMITED

REESEHKEEERAT



B 73R R K1 Notes to the Financial Statements
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BAEE

7 B 5

e K s

ABE - ZXBEQARMES
ZEERERE

FORTUNE TELECOM HOLDINGS LIMITED
ERSEREEEARLT

Geographical segments

 E
PRC
Tt
HK$'000

ASSETS
Segment assets 474,207

Interest in associates =

Consolidated total assets

LIABILITIES
Segment liabilities and
consolidated total liabilities 343,607

OTHER INFORMATION
Capital additions 84
Amortisation of goodwill -
Depreciation and amortisation 78
Impairment loss on goodwill

arising on acquisition of

an associate -

58
Hong Kong
TET
HK$'000

210,521
475

74,218

2,870
661
2,280

704

RE
Consolidated
FHET
HK$'000

684,728
475

685,203

417,825

2,954
661
2,358

704



B Financial Summary

BE=A=+—HLEE
Year ended 31st March,

1999 2000 2001 2002 2003
FHET FET FET FHET FET
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
EER Turnover 819,675 1,380,786 1,544,856 3,461,182 2,944,947
HE AR Cost of sales (782,254) (1,301,335) (1,474,031) (3,316,149) (2,795,875)
Sl Gross profit 37,321 79,451 70,825 145,033 149,072
H A 45 & W an Other operating income 6,932 4,376 6,911 11,377 6,656
2 B Distribution costs (6,590) (7,623) (21,439  (41,211)  (21,890)
THEHA Administrative expenses (9,536)  (13,784)  (21,249)  (27,401)  (26,518)
Hi &MY Other operating expenses = = (1,485) (6,724) (9,667)
i Profit from operations 28,127 62,420 33,563 81,074 97,653
A& AR Finance costs (2,294) (1,609) (4,721)  (10,893)  (20,698)
—IgY IR E 2 EihE A Deficit on revaluation of an
investment property - (200) (2,500) (1,000) (1,500)
BHIRE 2 RAER W= Unrealised gain on
investment securities - - 39,458 - -
HEigE s RERFHR Unrealised holding (loss)
(18 e gain on other investments = = (41,448) (8,292) 1,988
HEiigE 2 RESE Impairment loss on other
investments - - - - (390)
HEE —REEQRIMESZ  Impairment loss on goodwill
B REEE arising on acquisition of
an associate - - - (704) -
HENRB ARz K Gain on disposal of subsidiaries = = = 1,187 =
BEEENR 2 ES Share of results of associates = (9) (261) (211) (38)
B £ B v Profit before taxation 25,833 60,602 24,091 61,161 77,015
el Taxation (3,631) (9,760) (6,109) (9,222) (16,018)
REt D BUR BR 4E 25 A s A Profit before minority
interests 22,302 50,842 17,982 51,939 60,997
DE R EER Minority interests = - - (1,624) (80)
2R 2 A Profit for the year 22,302 50,842 17,982 50,315 60,917

FORTUNE TELECOM HOLDINGS LIMITED
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B Finoncial Summary

R=A=+—H
At 31st March,
1999 2000 2001 2002 2003

TeTr TEx TET  TAET  FTER
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000

BB E Total assets 198,831 334,417 520,640 685,203 830,421
=R Total liabilities (160,684) (127,390) (311,212) (417,825) (517,098)
DER R ER Minority interests = = = (8,676) (8,756)

38,147 207,027 209,428 258,702 304,567

B 5 Notes:

1. KRABR—NANFTRAZ+Z=ZBEER 1. The Company was incorporated in Bermuda on 22nd October,
EFEMR  WENESHER AN 1999 and became the holding company of the Group with effect
FHZATHKAREEZEZERAR - from 10th December, 1999 as a result of a corporate

reorganisation.

2. EXENEREBREBEE-NANF=ZA= 2. The results of the Group for the year ended 31st March, 1999
T—RILEFEZEE  DHRHEBEAAFTR presented above have been extracted from the Company’s
NERTERAERLEMHER_STZTF A prospectus dated 9th February, 2000 when listing of the
NBHEZBRERE B TEHTILEETS Company's shares was sought on the GEM. Certain figures
B UREARFE 22 - have been reclassified to conform with current year's

presentation.

FORTUNE TELECOM HOLDINGS LIMITED
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