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Chairman’s statement

o
| am pleased to report strong growth in both which reinforces our belief that CPW’s unique
turnover and earnings for the six months ended proposition is beneficial for customers, networks
23 September 2000, our first results since our and manufacturers alike.
flotation on 21 July 2000. Total sales for the period ending 23 September 0

This growth has been driven by further 2000 increased by 62% to £447.9 million and
investment in our distribution business, resulting EBITDA increased 62% to £17.1 million (pre MViva).
in the opening of our 1,000th store; extensive

pan-European expansion in 14 markets; strong Store growth 1,009
performance in our Telecoms Services division 824
and an encouraging start in our Wireless Internet 608
Services division. Across all our businesses >
customer service and employee training remain 244
a key focus. go 111 ! l
This has all been achieved in a market m .
Mar Sept Mar Sept Mar Sept Mar Sept
preceding new technological developments, 97 97 98 98 99 99 00 00

UK
455 stores
(including Tandy)

Extensive pan-European
expansion in 14 markets

Hungary
9 stores

Germany
Holland 72 stores
Portugal 76 stores Poland
32 stores 4 stores
Italy
3 stores -
France Sweden Switzerland
121 stores 47 stores 13 stores

Czech Republic

Spain 13 stores

104 stores

Ireland
20 stores

Belgium
40 stores
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Earnings per share before amortisation of
goodwill for the period increased from 0.7p
to 2.3p.

The period showed significant growth in
store numbers through a combination of new
openings and acquisitions. As at 23 September
2000 we operated 1,009 stores across
14 markets, in contrast to 608 stores in nine
markets at the same time last year. During the
period we invested £69 million in the future of
the group by way of capital expenditure in new
stores, acquisitions and further enhancements in
our operating systems.

Store growth was also achieved through a
series of acquisitions in Belgium, France,
Germany, Holland, Poland and Portugal,
increasing our store portfolio by 185 since March
2000 and giving us leading independent positions
in eight markets.

Notably in Germany we have converted 66
stores to The Phone House brand in the last
three months and, as such, are in a strong
position to maximise Q3 trading opportunities.
In addition we have now developed transactional
websites across five markets and continue to
invest in our online distribution channels.

Our Telecoms Services division has seen
extensive growth in the number of customers
managed following the acquisition of Cellcom.

MViva, our European wireless Internet portal,
has performed ahead of expectations with over
30,000 registered customers and availability in
five European markets all as at end of
September 2000.

We are confident there remains enormous
potential in the mobile communications market
due to the continued growth in mobile phone

penetration and replacement, driven by continued

Connections growth (000's)

UK
M Europe 1,481

851

312

173
e
—— .

Sept Sept Sept Sept Sept
9% 97 98 99 00

enhancements in new technology and greater
functionality. The market will also see a changing
landscape with the recent 3G licence auctions
across Europe and the emergence of a number of
new operators. Our independent proposition
clearly enables us to fully exploit the opportunities
available from these new developments.

Distribution

The Distribution business enjoyed a strong
performance generating total revenues of £436.0
million (1999 £264.1 million) and contribution of
£32.1 million (1999 £20.2 million). The results
clearly justify our growth strategy of expanding our
store network and growing our online channels.

The revenue streams for Distribution are
divided into Retail, Online activities, Insurance
and Wholesale.

Our Retail business connected over 1.4
million customers, reflecting an increase of 76%
from the comparative period last year. This growth
came from both subscription (post-pay), where
handsets are sold to customers who enter into
airtime contracts and pre-pay, where users pay for
airtime in advance. We continue to outperform the
market significantly in terms of our proportion of

subscription to pre-pay connections.
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customer-approval

No lemons

The ultimate price promise

Price promise

14 day exchange

Extended warranty

e

Telecoms Services:
Own Customer Base

40,809
34,238

13,611
8,550

Mar May Jul Sept

Telecoms Services:
Facilities Management Base

37,668

21,815

Mar May Jul Sept
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Our Online sales were also strong, derived
predominantly through our European call-
centres, our transactional websites and our
presence on Open, the interactive TV channel.

Our Insurance business continues to perform
well with growth in our policyholder base of 27%
to over 650,000 by the end of September. We
fully expect this trend to continue.

Other Distribution activities including our
Wholesale division continued to reflect the level
of handset demand globally, with a strong
performance.

Telecoms Services
The Telecoms Services division progressed
considerably in the period with 188% increase in
revenue to £11.5 million (1999 £4.0 million) and
contribution of £7.0 million (1999 £4.0 million).
Our on-going strategy is to leverage our pan-
European retail presence by establishing long-
term customer relationships.
We achieved this with continued growth in our
own customer and facilities management base.
We believe that this will enhance our
alignment with the networks by ensuring the
users of wireless devices continue to receive
a high quality of service. We now manage
over 75,000 such customers, up from 9,000 at
March 2000.

Wireless Internet Services

The Wireless Internet Services division has made

o

significant progress in the period. Our aim is to
take a leading role in the wireless revolution
through the emergence of mobile access to the
Internet particularly through the launch of MViva,
our mobile Internet portal, in July. MViva is now
available in the UK, France, Spain, Sweden and
Holland and has exceeded our own expectations
by securing 30,000 registered customers and
over 100 content providers by the end of
September. MViva will continue to rollout across
Europe during the next 12 months.
Demonstrating the strength of our position

for growth

in this exciting market the group entered into a
strategic alliance whereby AOL Europe acquired
a 15% stake in MViva and was issued warrants
to acquire a further 4.9% interest at a total
valuation for MViva of $700m.

In addition to our own Internet portal, our
Wireless Internet Service portfolio has made a
number of strategic investments in new wireless
technology companies in order to assist in
strengthening our ability to capture and
influence the rapid advance within this emerging
market. To date the fund has invested almost

MViva registered users
Monthly additions 30,141

M Cumulative
19,503]
10,638
7113
35253525
Jul Aug Sept
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are strong

Roll out of new generation technologies (source: Arthur Andersen, .p. Morgan)

GSM (Global system for mobile communication) GPRS (General packet radio system) - UMTS (Universal mobile telephone system)
EDGE (Enhanced data rates for
GSM evolution)
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$50 million in 18 companies including
application, technology and service providers.
Plans are underway to generate additional value
by making strategic investments in other
wireless businesses in the future.

Summary

As the rapid pace of change in the mobile
communications market continues and the
reliance on the mobile phone and other wireless
devices increases we reaffirm our intention to
enhance our unique impartial position.

The continued strength of our independent
proposition gives us further confidence in our
ability to build a truly pan-European group
covering the full spectrum of the wireless industry.
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We will achieve this through our passion for
customer service and proven track record in
selling complex products tailored to individual
needs. In addition we will build on the strength
of our brand across Europe as well as our
relationships with mobile network operators and
manufacturers. Above all, our employees across
Europe have contributed hugely to this
impressive growth and their considerable efforts
are vital to our future success. Our thanks go to
each and every one of them.

Charles Dunstone Chairman and Chief Executive Officer

3 November 2000
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