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OPERATION RESULT

During Year 2002, the world economy has not emerged
from low economic growth and poor investors
confidence. Nevertheless, our Group achieved
satisfactory results. Sales of electrical appliances
increased 28.7% compared with that of the previous
year.

For the financial year ended 31 December 2002, the
Group’s consolidated turnover was HK$559 million
compared with HK$344 million in the previous year,

representing an increase of 62.5% in turnover.

Cheung Fung showed a net after-tax operating profit
of HK$13 million for year 2002, after taking write off
of non-recurring expenses and provisions for aging
receivables. The Group has raised money through
project financing to install a new production line (PM3)
to manufacture porous wrap paper and the new
production facility is expected to be in operation
towards the end of 2003. With an annual domestic
demand of 30,000 tonnes of porous wrap paper in
China, we expect this PM3 line to generate higher sales
revenue growth for the Group in late 2003, and we
believe Cheung Fung’s business would continue to be
profitable in 2003.

The Group’s net profit during the same period
increased 22.7%. For the year under review, the
Group’s general and administrative expenses has
increased 48.0% to HK$64 million compared with
HK$43 million in the previous year because of
consolidated expenses arisen from Cheung Fung re-
organization. As a result, we are pleased to announce
that our net profit was HK$47.5 million, representing
profit per share of 15.11 cents. (Our net profit in 2001
was HK$38.7 million, with profit per share of 12.32
cents)

Although the leasing market in Kwun Tong
was very competitive in 2002, we have made
steady progress in leasing retail and office
spaces of 410 Kwun Tong Road. As of 31
December 2002, 38,725 square feet has been
leased (26.4% of total retail/office space). As
of 23 April 2003, 38.86% of office/retail space
has been leased with total gross annual rental
income estimated to be around HK$8 million
for year 2003. The Group expects more retail/
office space would be leased during 2003.

In accordance with a professional surveyor’s
valuation, 410 Kwun Tong Road is estimated
to be worth HK$290 million in fair market

value.

DIVIDEND

The Board of Directors is recommending the
payment of a final dividend of 7 cents per
share, making a total payout of 9 cents per
share for 2002. (2001 - total of 8 cents per
share). The total amount of dividend
appropriated, based on the number of
shares in issue, is HK$28,287,072 (2001 -
HK$25,144,064)
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The transfer of book and register of member will be
closed from 2 June 2003 to 6 June 2003, 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 30 May 2003. The final dividend is payable on
18 June 2003 to members on register on 6 June 2003.

FINANCIAL POSITION

The liquidity position of the Group has became less
satisfactory because of cash used to purchase two new
paper production lines, and to expand NanSha factory
production capacity. The current ratio was 0.7 as of 31
December 2002, against 1.1 as of 31 December 2001.
We expect our liquidity position to improve in 2003
when new production facilities begin operation.

During the year, the Group’s Accounts Receivables
turnover stood at 58 days in year 2002, compared with
50 days of the previous year. The inventory turnover
decreased from 95 days in year 2001 to 82 days in year
2002.

Bank balances and cash were HK$118 million as of 31
December 2002, representing an increase of HK$68
million over that of the previous year. The change was
mainly due to combination of the Company’s and
Cheung Fung’s cash balances.

Total bank borrowings amounted to HK$399 million
as of 31 December 2002, representing an increase of
HK$321 million over that of the previous year. The
change was mainly due to increase in bank borrowings
for Cheung Fung’s new paper production lines and
NanSha production facilities expansion.

The Group’s debt-asset ratio stood at 33% as of 31
December 2002, compared to 26% as of 31 December
2001.

FUTURE PROSPECTS

The Group is moving forward with full
confidence. The core business of the Group
remains focus on small appliances
manufacturing. The Group has started
shipment of new products to new customers
based in Japan, the United States and Europe.
Partnership with these new customers will
alleviate concentration of business from our
current major customers. We expect our
turnover again posts double digit growth in
2003.

Apart from the expected sales growth from
small appliances manufacturing, rental
income from 410 Kwun Tong Road would
make a significant contribution in 2003, and
boosts the Group’s total net income.

Several new innovative patented products are
in full production from the second half of
year 2002 to early 2003, and these new
products have already made substantial
contribution to our turnover and profit
respectively. The Group will continue its effort
to develop and file patents for new

innovative products.
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STAFF

The Group currently employs approximately 70 Hong
Kong staff members and operates a defined
contribution pension scheme. Our factory in China
employs about 300 staff members, and workers
employed varied from 4,000 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

47/5‘&/

Wilson Wong Kin Lae
Chairman

Hong Kong, 23 April 2003
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