Chairman’s Statement

OPERATION RESULT

During Year 2001, the global economy was adversely affected by various events such as the “September 11"
incident in the United States. Because of the solid foundation of our manufacturing capability and our strong
financial strength, our Group achieved satisfactory results. Sales of electrical appliances declined only 1%
compared with that of the previous year and the Group’s net profit is satisfactory.

At the completion of the re-organisation of Cheung Fung Technology (Holdings) Limited (“Cheung Fung”),
our equity was reduced to 33.83% from 63.35%, and Cheung Fung’s financial results were no longer
required to be consolidated in our Group except share of results of Cheung Fung. In light of Cheung Fung re-
organisation, for the financial year ended 31 December 2001, the Group’s turnover was HK$344 million
compared with HK$459 million in the previous year, representing a decline of 25% in turnover.

Cheung Fung showed a loss for year 2001, mainly due to write off of non-recurring expenses from the
attempt to list at the Stock Exchange of Hong Kong Limited. Discounting the effect of such, Cheung Fung’s
business was profitable in 2001, we believe Cheung Fung’s business would continue to be profitable in 2002.

On the positive note, the Group’s net profit during the same period decreased only 10 % due to a successful
implementation of cost cutting measures. For the year under review, the Group’s general and administrative
expenses have decreased 35% to HK$43 million compared with HK$66 million in the previous year because
of cost savings from Cheung Fung re-organisation and closure of the Group’s U.S. operations. As a result, we
are pleased to announce that our net profit was HK$38.7 million, representing earnings per share of 12.32
cents, despite a slight loss attributed to Cheung Fung. (Our net profit in 2000 was HK$43 million, with
earnings per share of 13.73 cents)

The redevelopment of Kwun Tong Inland Lot No.16 at No.410 Kwun Tong Road, Kowloon, Hong Kong was
completed and Occupation Permit was obtained on March 13, 2002. The office/retail space is now ready to
rent out. The Group expects that rental income generated from this commercial building would make
substantial contribution to the net profit of the Group in the coming years. In accordance with a professional
surveyor’s valuation, the estimated monthly rental income would be around HK$2 million on the basis that all
offices and retail spaces are fully leased.

DIVIDEND

The Board of Directors is recommending the payment of a final dividend of 6 cents per share, making a total
payout of 8 cents per share for 2001. (2000 - total of 8 cents per share). The total amount of dividend
appropriated, based on the number of shares in issue, is HK$25,144,064 (2000 — HK$25,144,064)

The transfer of book and register of member will be closed from 13 May 2002 to 17 May 2002, both days
inclusive during which period no transfer of shares will be registered. In order to qualify for the final
dividend, lodging of all transfers accompanied by the relevant share certificates must not be later than 4:00
p.m. on 10 May 2002. The final dividend is payable on 12 June 2002 to members on register on 17 May
2002.
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Chairman’s Statement

FINANCIAL POSITION

The liquidity position of the Group remains sound. Its current ratio was 1.1 as of 31 December 2001, against
2.2 as of 31 December 2000.

During the year, the Group’s accounts receivables turnover stood at 50 days in year 2001, compared with 67
days of the previous year. The inventory turnover decreased from 108 days in year 2000 to 95 days in year
2001.

Bank balances and cash were HK$50.3 million as of 31 December 2001, representing a decrease of HK$24.6
million over that of the previous year. The change was mainly due to cash used for 410 Kwun Tong Road

redevelopment project.

Total bank borrowings amounted to HK$78 million as of 31 December 2001, representing an increase of
HK$40 million over that of the previous year. The change was mainly due to an increase in short-term bank

loans which was used to finance the construction of 410 Kwun Tong Road.

The Group’s debt-assets ratio stood at 26% as of 31 December 2001, compared to 19% as of 31 December
2000.

FUTURE PROSPECTS

The Group is moving forward with full confidence after reorganising its operational structure. The core
business of the Group remains focus on small appliances manufacturing. The Group has already started new
products development and talking with new customers based in Japan, the United States and the United
Kingdom. Partnership with these new customers will help the Group to diversify the customer base. The
Group also has plans to generate sales in new emerging markets such as China, the Middle East and Latin

America. We expect our turnover to post double digit growth in 2002.

Apart from the expected sales growth from small appliances manufacturing, rental income from 410 Kwun
Tong Road would smooth profit fluctuation from our existing manufacturing business, and gives the Group a

steady source of income.
We will have several new innovative patented products in full production during year 2002, and we expect

these new products will increase our turnover and profit substantially. The Group will continue its effort to

develop and file patents for new innovative products.
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Chairman’s Statement

MAJOR CUSTOMERS AND SUPPLIERS

For the financial year ended 31 December 2001, 82% of the Group’s sales were attributable to five largest
customers, with the largest customer accounting for 61% of the overall turnover. During the same period,
25% of the Group’s purchases were attributed to the Group’s five largest suppliers combined, with the
largest account for 8%. None of the directors of the Company, their associates or shareholders (who to the
knowledge of the directors owns more than 5% of the issued share capital of the Company) has interests in

the major customers and suppliers.

STAFF

The Group currently employs approximately 70 Hong Kong staffs and operates a defined contribution pension
scheme. Our factory in China employs about 300 staff, and workers employed directly or indirectly varied

from 2,000 to 2,200 persons during the year.

On behalf of the Board, | would like to extend the Board’'s appreciation to all our staff for their hard work
and dedication throughout the year.

PURCHASE, SALE OR REDEMPTION OF OUR SHARES

During the year, neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the
Company'’s shares.

By Order of the Board

Wilson Wong Kin Lae
Chairman

Hong Kong, 19 April 2002
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