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The year 2000/2001 had been a year of challenge and
opportunities for the group. We faced strong competition in
the China’s TV market, yet from the experience in our hard-
fought battle, we also grew stronger. With the support of a
dedicated and professional staff, we managed to weather
the challenge of severe price competition and formulate
the blueprint for our long-term development through
diversification into IT-related products utilising our expertise
in electronic engineering and digital display technology.

For the year 2000/2001, we reported an increase of 16%
in turnover totalling HK$4,447 million over that of the
previous year amid intense market competition. Yet,
sluggish sales and the severe price wars in the China’'s TV
market, although concentrated in the first half of the year,
reduced our gross margin for the year by 8 percentage
point to 15%.

During the year, the group experienced an upsurge in
overhead expenses as substantial financial resources were
allocated to sales expansion activities and research and
development to maintain market share and competitiveness.

Due to the overall reduced gross margin and upsurge in
overhead expenses, the group reported a net loss of HK$61
million for the full year.

As a result, the Board of Directors does not recommend
the payment of a dividend for the year ended 31 March
2001.

In the second half of the year, performance of the group
significantly rebounded as turnover continued to surge
during peak sale seasons for TVs, particularly during the
Chinese New Year, and prices of TVs began to stabilise.
Effect of our sales target scheme and launch of new TV
models also helped increase sales and the group’s ability
to raise its TV prices. As a result, gross profit and gross
margin surged by 172% and 5 percentage point respectively
over those of the interim period.
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During the year under review, we had also restructured
our business platform through reorganising our activities
into six business units, in an attempt to capitalise on our
resources and technology to broaden our scope of
businesses. These business units are respectively engaged
in the development, production and sale of TVs, multimedia
products, display products, computer and network products,
broadband technology products, and IT-related solution.
By diversifying our business portfolio, we can further expand
our income sources and profit base, and thus reduce our
dependency on the China TV market.

In addition to strengthening our earning power through
diversification, we also strive to augment our ability and
flexibility in meeting changing market demands and
conditions. The re-engineered corporate structure highlights
a sophisticated division of labour among these six business
units according to the line of their products and geographical
market focus. A high degree of specialisation is adopted in
each of these business units to enable Skyworth to become
a leading player in each of the respective business segment.
The business units operate as subsidiaries of the group
with independent budget and profit and loss accounts. By
concentrating on the development of a specific business
sector, each subsidiary can optimise the utilisation of its
resources to achieve high productivity and effective market
penetration.

We envision that the winners of future market are those
possessing latest technical know-how and the ability to
leverage such knowledge to generate products meeting
the need of the era of information technology. We believe
the group has ventured into the high-tech industries at a
decisive time that empowers it to set a foothold in each of
the major rising markets.
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Last but not least, on behalf of the group, | would like to A% > AN R B 0] fir A AR AR S
take this opportunity to thank our staff, shareholders and JRRIY B T B SRR BN BLh B0 i i

all parties who have rendered their support and contribution

to the group in the past year.

Wong Wang Sang, Stephen BERE
Chairman E 4
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