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INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2002

UNAUDITED INTERIM RESULTS

The Board of Directors (the “Directors”) of EC-Founder (Holdings) Company Limited (the
“Company”) announces the unaudited condensed consolidated interim results of the Company
its subsidiaries (collectively the “Group”) for the six months ended 30 June 2002 together with t
comparative figures. The condensed consolidated interim results are unaudited, but have b
reviewed by the Company’s audit committee.

UNAUDITED CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT
For the six months
ended 30 June

2002 2001
(Unaudited) (Unaudited)
Notes HK$'000 HK$'000
TURNOVER 2
Continuing operations 134,663 88,282
Discontinued operation 48,283 45,298
182,946 133,580
Cost of sales (150,842) (110,732)
Gross profit 32,104 22,848
Other revenue 3 3,272 15,314
Selling and distribution costs (19,919) (22,242)
Administrative expenses (30,574) (35,683)
Other operating expenses (1,816) (1,299)
Loss on disposal of discontinued operation 5 (15,079) -
LOSS FROM OPERATING ACTIVITIES 4 (32,012) (21,062)
Finance costs 6 (3,716) (4,289)
Share of profits and losses of associates 2,424 2,974
PROFIT/(LOSS) BEFORE TAX
Continuing operations (13,545) (23,474)
Discontinued operation 5 (19,759) 1,097
(33,304) (22,377)
Tax 7 (274) (871)
LOSS BEFORE MINORITY INTERESTS (33,578) (23,248)

Minority interests 170 1,208



NET LOSS FROM ORDINARY ACTIVITIES

ATTRIBUTABLE TO SHAREHOLDERS (33,408) (22,040)
LOSS PER SHARE 8

— Basic (4.07 cents) (2.69 cents)

— Diluted N/A N/A
Notes:

1. BASIS OF PRESENTATION AND ACCOUNTING POLICIES

The unaudited condensed consolidated interim financial statements of the Group are prepared
accordance with Hong Kong Statement of Standard Accounting Practice (“SSAP”) No.25 “Interin
Financial Reporting” and Appendix 16 of the rules governing the listing of securities (the “Listing Rules”
on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The accounting policies and bas
of presentation used in the preparation of these unaudited interim financial statements are the sam¢
those used in the audited financial statements for the year ended 31 December 2001, except the follow
new/revised SSAPs have been adopted for the first time in the preparation of the current perioc
unaudited condensed consolidated financial statements:

. SSAP 1 (Revised): “Presentation of financial statements”
. SSAP 11 (Revised): “Foreign currency translation”

. SSAP 15 (Revised): “Cash flow statements”

. SSAP 33 : “Discontinuing operations”

. SSAP 34 : “Employee benefits”

A summary of their major effects is as follows:

SSAP 1 (Revised) prescribes the basis for the presentation of financial statements and sets out guidel
for their structure and minimum requirements for the content thereof. The main revision to this SSAP is
change the requirements from presenting a statement of recognised gains and losses to a stateme
changes in equity. The condensed consolidated statement of changes in equity for the current inte
period and the comparative figures have been presented in accordance with the revised SSAP.

SSAP 11 (Revised) prescribes the basis for the translation of foreign currency transactions and financ
statements. The principal impact of this revised SSAP on the condensed consolidated financial stateme
is that the profit and loss account of subsidiaries and associates operating in Mainland China and overs
are translated at an average rate for the period on consolidation, rather than translated at the applic
rates of exchange ruling at the balance sheet date as was previously required. This SSAP is required t
applied retrospectively. The Group has adopted the transitional provision of this SSAP that where t
calculation of a prior year adjustment is impractical, these changes in policy are applied only to curre
and future financial statements and the effect on the results of the current period is not significant.

SSAP 15 (Revised) prescribes the provision of information about the historical changes in cash and ¢
equivalents by means of a cash flow statement which classifies cash flows during the period in
operating, investing and financing activities. The unaudited condensed consolidated cash flow statem
for the current interim period and the comparative figures have been presented in accordance with
revised SSAP.

SSAP 33 prescribes the basis for reporting information about discontinuing/discontinued operations. T
impact of this SSAP is the inclusion of significant additional disclosure which are set out in note 5 to tt
unaudited condensed consolidated financial statements.

SSAP 34 prescribes the accounting treatment and disclosures for employee benefits. This SSAP has ha
major impact on these unaudited condensed consolidated financial statements.



TURNOVER AND SEGMENT INFORMATION
Turnover represents the net invoiced value of goods sold, after allowance for returns and trade discot
and the value of services rendered during the period.

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

(a) the provision of software solutions and e-Commerce services segment is the development
security and geographical information softwares and provision of system and integrated solutions

financial institutions, enterprises and government departments in the PRC which are in the proce
of computerisation;

(b) the electronic products segment manufactures weighting scales and lighting products; and
(c) the electronic components segment manufactures the semi-conductor products.

In determining the Group’s geographical segments, revenues and results are attributed to the segm
based on the locations of customers.

No intersegment sales and transfers were transacted during the period (2001: Nil).

(a) Business segments

The following tables present revenue and profit/(loss) for the Group’s business segments for the
months ended 30 June.

Provision of Electronic
software solutions and components
Group e-Commerce services Electronic products (Discontinued) Consolidated
2002 2001 2002 2001 2002 2001 2002 2001

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$000  HK$'000  HK$'000
Segment revenue:
Sales to external

customers 40,249 20,294 94,414 67,988 48,283 45298 182,946 133,580
Segment results (12,547)  (22,577) 2,260 2,210 (19,449) 3,464 (29,736) (16,903
Interest and other income 3,272 4,580
Unallocated expenses (5,548) (8,739)
Loss from operating activities (32,012)  (21,062)
Finance costs (3,716) (4,289)
Share of profits and

losses of associates 2,424 2,974
Loss before tax (33,304)  (22,377)
Tax (274) (871)
Loss before minority interests (33,578)  (23,248)
Minority interests 170 1,208

Net loss from ordinary
activities attributable
to shareholders (33,408) (22,040




(b) Geographical segments
The following tables present revenue and profit/(loss) for the Group’s geographical segments for t
six months ended 30 June.

Elsewhere United States
Group Hong Kong in the PRC Singapore of America United Kingdom Others Consolidated

2002 2001 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

HK$000  HK$000  HKS000  HKS000  HKS000  HKS000  HK$000  HKS000  HK$'000  HKS000  HKS000  HKS000  HKS000  HKS'000
Segment revenue:
Sales to external

customers 19588 18653 48206 29886 19731 1382 77608 47630 13842 17383 3951 6236 182,046 133580

Segment results (8736)  (2545)  (14551) (19431)  (T4ll) 1475 1318 2,500 294 440 (60)

B8 (297%) (16903

OTHER REVENUE

For the six months ended 30 June

2002 2001

(Unaudited) (Unaudited)

HK$'000 HK$'000

Profit guaranteegNote) - 10,734
Interest income 365 2,012
Rental income 210 210
Others 2,697 2,358

3,272 15,314

Note: Pursuant to the Management Agreement dated 17 May 2000, Ricwinco Investment Limite
(“Ricwinco”), a substantial shareholder of the Company, should pay a guaranteed amount
approximately HK$10,734,000 to the Group for the period from 1 January 2001 to 30 June 20C
during which the profit guarantee is effective.

LOSS FROM OPERATING ACTIVITIES
The Group’s loss from operating activities is arrived at after charging/(crediting):

For the six months ended 30 June

2002 2001
(Unaudited) (Unaudited)
HK$'000 HK$'000

Depreciation 6,405 7,330
Operating lease rental 3,477 2,212
Amortisation and write-off of deferred development costs 379 1,005
Staff costs (including directors’ remuneration) 48,977 33,000
Provision for doubtful debts 2,051 1,299
Provision for obsolete stock 4,410 -
Rental income (210) (210)
Interest income (365) (2,012)

DISCONTINUED OPERATION

On 4 April 2002, the Company entered into a conditional Disposal Agreement (“DA”) with Ricwinco.
Pursuant to the DA, the Company conditionally agreed to dispose of its entire issued share capital of Yt
Wen Investment & Finance Limited (“YWIF”) and to assign the indebtedness due to the Group by YWI
and its subsidiaries (the “YWIF Group”) to Ricwinco for a total cash consideration of HK$15,000,000. I
addition, Ricwinco conditionally agreed to procure the release of the Company from all existin
guarantees and undertakings it had given in respect of the liabilities of the YWIF Group except to a tra
creditor aggregating HK$28 million which will be released by no later than 31 March 2003. The principe
activity of the YWIF Group is manufacture, marketing and distribution of electronic components.



The carrying amounts of the total assets and liabilities relating to the discontinued operation as at 30 J
2002 are as follows. Comparative information for electronic components business in 2001 is included
accordance with SSAP 33 “Discontinuing operations”.

Electronic components

As at As at
30 June 31 December

2002 2001

(Unaudited) (Audited)

HK$'000 HK$'000

Total assets 104,768 147,649
Total liabilities (73,557) (111,038)
Net assets 31,211 36,611

The turnover, other revenue, expenses and result from the ordinary operation of electronic compone
business for the six months ended 30 June 2002 and 2001 are as follows:

Electronic components
For the six months ended 30 June

2002 2001

(Unaudited) (Unaudited)

HK$'000 HK$'000

TURNOVER 48,283 45,298
Cost of sales (48,570) (44,084)
Gross profit/(loss) (287) 1,214
Other revenue 2,683 12,505
Selling and distribution costs (1,572) (630)
Administrative expenses (2,511) (7,816)
Loss on disposal of discontinued operation (15,079) -
PROFIT/(LOSS) FROM OPERATING ACTIVITIES (16,766) 5,273
Finance costs (3,017) (4,176)
Share of profits of an associate 24 -
PROFIT/(LOSS) BEFORE TAX (19,759) 1,097
Tax - -

NET PROFIT/(LOSS) FROM ORDINARY ACTIVITIES

ATTRIBUTABLE TO SHAREHOLDERS (19,759) 1,097

The net cash flows attributable to the electronic components business for the six months ended 30 J
2002 and 2001 are as follows:
Electronic components
For the six monthsended 30 June

2002 2001

(Unaudited) (Unaudited)

HK$'000 HK$'000

Operating (2,393) 2,878
Investing (241) (1,376)
Financing 1,875 (2,312)
Net cash outflows (759) (810)



6. FINANCE COSTS
For the six months ended 30 June

2002 2001

(Unaudited) (Unaudited)

HK$'000 HK$'000

Interest on bank loans and overdrafts 1,342 2,145
Interest on other loans wholly repayable within five years 2,320 1,010
Interest on finance leases 54 1,134
Total finance costs 3,716 4,289

7. TAX
No provision for Hong Kong profits tax has been made for the Company and its subsidiaries as they eitl
have no assessable profits or have available tax loss brought forward from prior years to offset agai
current period estimated assessable profits.

Taxes on profits assessable elsewhere have been calculated at the applicable rates of tax prevailing ir

countries in which the Group operates, based on existing legislation, interpretations and practices
respect thereof.

For the six months ended 30 June

2002 2001

(Unaudited) (Unaudited)

HK$'000 HK$'000

Share of tax attributable to an associate 274 871
Tax charge for the period 274 871

8. LOSS PER SHARE
The calculation of basic loss per share is based on the unaudited net loss from ordinary activiti
attributable to shareholders for the six months ended 30 June 2002 of approximately HK$33,408,0
(2001: HK$22,040,000), and the weighted average of 820,562,040 (2001: 820,562,040) ordinary share:
issue during the period.

Diluted loss per share for the six months ended 30 June 2002 and 2001 have not been disclosed a:
share options outstanding during these periods had anti-dilutive effect on the basic loss per share for tt
periods.

9. INTERIM DIVIDEND
The Directors do not recommend the payment of any interim dividend for the six months ended 30 Ju
2002 (2001: Nil).

FINANCIAL REVIEW

The turnover for the period ended 30 June 2002 increased by 37% to approximately HK$183 milli
compared to last period turnover of approximately HK$133 million. The increase was mainly due
an increase in turnover of the software solutions and e-Commerce services business (the “Softv
business”) by 98% to current period’s approximately HK$40 million. On the other hand, the turnov
of manufacture and sale of electronic products business (the “Electronic products business”) wh
mainly related to manufacture and distribution of weighing scales also increased by 38% to curr
period’s approximately HK$94 million.

The Group’s gross profit increased by 41% to approximately HK$32 million compared to la:
period. The gross profit of Software business increased by 47% to approximately HK$13 millic
and the gross profit of Electronic products business increased by 52% to approximately HK$
million.

During the period, the Group decided to dispose the loss making business - manufacture
distribution of semi-conductors (details of which have been disclosed in the circular to sharehold
of the Company dated 29 April 2002). As disclosed in note 5 above, the total loss for the period
the disposed business amounted to approximately HK$20 million and this was the major reason |
the net loss attributable to shareholders for current period increased to approximately HK$
million.
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Hence, if effect of the disposed business was excluded, the net loss attributable to shareholder:
current period relating to the continuing business was approximately HK$13 million, whicl
decreased by 41% from last year’s loss of approximately HK$23 million. The improvement c
approximately HK$10 million was mainly related to the Software business - increase of gross prc
by approximately HK$4 million and cost reduction by approximately HK$6 million.

Following to the disposal of loss making business, the Group’s liquidity and working capite
position were both improved. The Group managed to improve its net cash position I
approximately HK$4 million to HK$56 million as at 30 June 2002 as compared to 31 Decemb:
2001 of approximately HK$52 million. Also, the working capital ratio as at 30 June 2002 improve
to 1.91 as compared to 1.49 as at 31 December 2001.

REVIEW OF OPERATIONS

Software Business

The financial results of the Software business were very encouraging as the turnover in the curi
period was almost doubled as compared to last period. It was mainly due to the recognition by
market after last year’s initial launch of products and promotion of the Group’s brand name. T
overall gross profit margin of Software business was approximately 31% which was higher than 1
more traditional Electronic products business. It is also the Group’s focus to develop this higf
margin business sector so as to achieve better returns.

The major business sectors of Software business are:

- Information Security f§ 5 % &)

- Geographic Information SysteniiF (5 £ & %%)

- E-Finance & F 4 i)

- Enterprise/Government Informatiod>GE /B 15 B 1b)

Information Security

Since March 2001 the Group launched its own developed prodeminder FireGate 7 iE 77 il By
k%) and through the sales agent network, our clients have reached nationally in the PRC anc
particular, it was well accepted by the Chinese Government and The People’s Bank of ‘€hiha (
N R 4#17). During the first half of year 2002, the Group has completed exhibition shows in mor
than 50 cities including : Beijing, Shanghai, Guangzhou and Chongging to promofeuhder
FireGateproducts and the Group’s brand name.

Geographic Information System

The Group remains as the major distributor ¥apinfo products in the PRC. The product is mainly
focused to provide information to the management in the area of location based intelligence wh
combines management and financial data with spatial information.

Supported by a strong technical team of engineers, the Group has completed various projects f
large clientele. Such major industries includes:

- oil & petroleum & resources

- telecommunication service provider

- radio broadcast station

- logistic intelligence and management chain enterprise
- government forest management buredfe€ & 1 J5)

- historical relic bureau X ¥ )

E-Finance

The Group completed the project of “Key Client Service SysteB"Z{% IR % & %t) for the
China Construction BankH{ ] & &t 4R17) as scheduled and it was well accepted by the client.
Such system was commented as the leading electronic banking system in one of the most impor
exhibition show among the financial institution industry - “China International Finance Produc
Exhibition” (" 2 [ 4% 4 Fill 7% &% J2 B2 €) which was held in May 2002.



Enterprise/Government Information

The Group completed various projects for enterprises and government and in particular, f
construction of 2008 Olympia Bidding Website (2008 44 ¥4). Following to the successful
bidding to host the 2008 Olympia Games in Beijing, the new website renamed as “29th Olymg
Organisation Committee Website” (05 Kk UT 5o % &) & 21 4% 22 B & 49 4) was established and in
operation as scheduled.

Electronic products Business

The growth in the turnover and gross profit were mainly related to the increase in sales volume
OEM products, especially in the America market. The gross profit margin was 20% which remain
approximately the same as last period.

FUTURE PROSPECTS

Software Business

Following to the business restructure of disposing the electronic components business, the Gr
will concentrate and utilise its resources to further develop its Software business.

The Group’s research and development team has developed two new major products in
Information Security sector:

— Intrusion Detect SystemA(fZ & il & 4%)
— Security Evaluation Systen¥{% 5F1ih)

The Intrusion Detect System is a tool which enables the network manager to detect the attack
hackers into an enterprise’s system. By gathering a large pool of information from the operati
system, this tool can analyse and detect the trace of intrusion attack and acknowledge the sec
system.

The Security Evaluation System is a tool which can give an advance warning to the netwc
manager about the security gap by studying and evaluating the current enterprise syst
environment.

Recently, these two products are both certified as approved security products by the relevant F
Information Security Testing Centre and therefore it proved the Group’s ability and profession
status to deliver very high standard of information security products.

Also, various new major contracts has been signed such as:

— with National Broadcast Bureali(% & & #4 J5j) to develop a monitoring system for cable
broadcast signals

— with China Construction Bank to develop fund approval system project

— with Oil & Petroleum companies to develop management information system

— with Beijing Tax Bureau to develop individual income tax management system

Leveraging with present business sectors structure and strong technological knowledge :
experience, the Group will enhance cross products selling and provision of services and solutior
our customers. In particular, the Group will continue to focus on industries such &
telecommunication, oil & petroleum & resources, banking and the Government sector.

Electronic products Business
The Group will continue to develop OEM products which related to health care and industrial us
as well as develop new features such as glass platform and body fat analyser weighing scales.

CONCLUSION

With our experienced technical staff, extensive sales network and united management team,
believe that our persistence to provide full customer satisfaction and deliver top quality produc
can have a fruitful result in the coming future.



LIQUIDITY AND FINANCIAL RESOURCES

Net Assets

As at 30 June 2002, the Group recorded total assets of approximately HK$241 million which we
financed by liabilities of approximately HK$89 million and equity of approximately HK$152
million. The Group’s net asset value as at 30 June 2002 decreased by approximately 17%
approximately HK$152 million as compared to approximately HK$184 million as at 31 Decembe
2001.

Liquidity

The Group had total cash and bank balances of approximately HK$79 million as at 30 June 2(
(31 December 2001: approximately HK$118 million). After deducting bank loans and overdrafts
approximately of HK$23 million (31 December 2001: approximately HK$66 million) , the Group
recorded a net cash balance of approximately HK$56 million as at 30 June 2002 as compare
HK$52 million as at 31 December 2001. As at 30 June 2002, the Group’s working capital ratio w
1.91 (31 December 2001: 1.49) and a long term debt to equity ratio of 0.49% (31 December 20
1.1%) with equity being defined as the total of capital and reserves.

Charges on Assets

At 30 June 2002 certain land and buildings in the PRC and overseas of the Group and fix
deposits of approximately HK$18 million were pledged to banks to secure banking facilitie
granted.

Treasury policies

The Group adopts conservative treasury policies and controls tightly over its cash and ri
management. The Group’s cash and cash equivalents are held mainly in Hong Kong dolle
Renminbi and United States dollars. Surplus cash is generally placed in short term depos
denominated in Hong Kong dollars.

Exposure to fluctuations in exchange rates and related hedges

Most of the Group’s borrowings are denominated in Hong Kong dollars, Renminbi and Unite
States dollars while the turnover of the Group are mainly denominated in Hong Kong dollar
Renminbi and United States dollars. As the exchange rates of United States dollars and Renm
against Hong Kong dollars were relatively stable during the period under review, the Group
exposure to fluctuations in exchange rates is considered minimal and no financial instruments h
been used for hedging purposes.

Contingent liabilities

At 30 June 2002 the Company had contingent liabilities in relation to guarantees given to banks :
trade creditor in connection with facilities granted to certain subsidiaries amounting t
approximately HK$63 million.

EMPLOYEE AND REMUNERATION POLICIES

As of 30 June 2002, the Group had approximately 240 and 1,400 employees for the Softw
business and Electronic products business, respectively. These employees of which approxima
97% work in the mainland PRC and 3% work in Hong Kong and elsewhere, respectively. Tl
Company has also established a share option scheme and the share options are granted at Dire
discretion to motivate and reward the employees with outstanding performance.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTED SECURITIES
Neither the Company, nor any of its subsidiaries purchased, sold or redeemed any of the Compa
listed securities during the period.

COMPLIANCE WITH THE CODE OF BEST PRACTICE
In the opinion of the Directors, the Company has complied with the Code of Best Practice (“Co
of Best Practice”) as set out in Appendix 14 of the Listing Rules of the Stock Exchange throughc
the period covered by the interim report, except that the independent non-executive directors of
Company are not appointed for specific terms but are subject to retirement by rotation and
election at the annual general meeting of the Company in accordance with the provisions of
Company’s Bye-laws.
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The Company has established an audit committee in accordance with the Code of Best Prac
throughout the accounting period covered by the interim report.

DETAILED RESULTS ANNOUNCEMENT

A detailed results announcement containing all the information required by paragraphs 46(1)
46(6) of Appendix 16 of the Listing Rules of the Stock Exchange will be subsequently published
the Stock Exchange’s web site in the due course.

By Order of the Board
Zhang Zhao Dong
Chairman
Hong Kong, 24 September 2002

* For identification purpose only
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