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INTRODUCTION

I am very pleased to report to shareholders that your company
has recorded a consolidated profit after taxation and minority
interests of HK$33.3 million for the year ended 31 December
2002 on consolidated turnover of HK$710.1 million. Profit
increased 171% and sales increased 26% over 2001 levels.

Earnings per share rose 100% to reach 12 HK cents.

The operating profit/loss after finance cost figures highlight the
successful turnaround of the company. In 2002, the company
achieved a profit from operation after finance cost of HK$33.4
million compared to a loss from operation after finance cost of
HK$3.5 million in 2001 and a loss of HK$69.6 million in 2000.
Our balance sheet has strengthened considerably with an

improvement in all key areas.

Our business focuses on the residential phone market, and in
particular the digital enhanced cordless telephone (“DECT”)
segment. The DECT market has seen its strong growth today.
This growth is expected to continue, with annual demand

reaching 60 million units by 2005, according to industry sources.

We have brought to the ODM process an aggressive and
innovative approach to product development and partnering with
suppliers and customers. This is the source of our growth and

the positive outlook that we hold for the company.

2002 was a year of achievement for SunCorp and we are
appreciative of the support that customers, suppliers and our

employees have shown us during the year.

As stated above, the board has proposed to declare and pay a
special dividend of 0.5 HK cents per ordinary share. This dividend
is conditional upon approval by shareholders of resolutions to
approve the reduction of the share premium account at a general

meeting to be convened at a later date.
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FINANCIAL OVERVIEW

1) Turnover $million Turnover

Sales increased 26% to ﬁFEgj(t)oﬁ‘¥E

HK$710.1 million, driven by the 700

introduction of new products and :Zg = -
extension of our customer base. 400

It is worth noting that in the last Zgz

three years (since present 100

management took over) sales - 20‘00 2001
have almost doubled and profit ((1-7—52?523))

from operations has turned from

loss making to a profit.
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2) Gross Profit
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3)

Administrative Expenses

Our cost reduction exercise
continued to yield good results.
Administrative expenses have
been reduced from HK$63
million in 2000 (17 months) to
HK$43.4 million in 2001 and
HK$31.8 million in 2002, a drop

of 50% from 2 years ago.

Finance Costs

Interest expenses decreased
73.4% to HK$4.1 million,
reflecting in part the partial
repayment of the outstanding

convertible notes.

Operating Profit (Loss) after
Finance Costs

All these efforts have contributed
to a significant turnaround of the
operations of the company. An
operating profit after finance costs
of the HK$33.4 million has been
recorded against a loss of HK$3.5
million in 2001 and a loss of
HK$69.6 million in 2000 (17

months basis).
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® LiqUidit)’ Ratio Current ratio
Our liquidity position has been ,, ML

improved steadily with the 1

current ratio having improved 0.8

from 0.29 at 31 December 2000 06

to 0.96 at 31 December 2002. 0.4

2000 2001

(17 months)
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In March 2003, we fully repaid the
outstanding balance of the convertible notes (six months earlier
than required). This repayment was made out of our own internal
resources and rendered the company in effect free of bank debt
for the first time in over 8 years. It is worth noting that since
January 2002 we have repaid to noteholders approximately
HK$29.6 million of outstanding debt,

equivalent to

approximately 11 HK cents per share outstanding.

ACHIEVEMENTS

In addition to the financial achievements outlined above, we
have made significant progress in a number of areas, which laid
the basis for our success in 2002 and which we believe will

contribute to further progress this year.
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Analysis of our sales by geographical region and product type are as follows:
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Sales growth and mix

Perhaps more important than the overall growth in sales is the
change in composition of those sales since the previous year.
We made great progress in increasing the diversity and number
of our customers. In 2001 one customer accounted for over 70%
of our sales. In 2002 those numbers changed significantly. Our
largest customer now accounts for less than 55 % of sales and
we now have more than 6 customers who each represent more
than 5% of sales. Our efforts to broaden our customer base are
still in the early stages of a co-ordinated program. The diversity
of the base increased from quarter to quarter during the year. In
the middle of the year we started to provide product in significant
quantities to several new major customers. In addition, we signed
up a number of newer customers in countries that we had not
previously serviced. This trend has continued into 2003, reflected
for example in the recent announcement of a major contract to
start supplying our innovative DECT with short messaging service
(“SMS”) product to Fujitsu for Portugal Telecom. Other European
telecoms in the UK, Italy and France have also selected our DECT
with SMS this year.
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Product innovation

Our investment in R&D in previous years enabled us to offer a
new range of products particularly in the DECT range in 2002.
We have been one of the first companies to be able to offer in
Europe DECT phones with SMS functionality. These models have
proven very popular. Our market share in Europe has increased
during 2002 and we are now the largest independent ODM

player in the residential cordless phone market in Europe.

Our efforts in product innovation have seen us partner with major
customers and suppliers. We were fortunate to be officially
recognised by two major corporations for our activities and
successful relationship. Philips presented us with “An award of
excellence” and British Telecom named us as one of their

“Partners in success”.
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The year 2002 saw SunCorp receive an award of excellence

from a key supplier.
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PLANS

Our plans for 2003 include a continuation of investing in new
product development, especially in the DECT area, and the further
broadening of our customer base, particularly in Europe. We will
also be partnering with several international marketing and
technology groups on the development of new products that will
enable us to extend our product range. Our strategy to meet the
challenge of maintaining our margin depends on two key
initiatives: firstly our program of introducing innovative products
to the market and secondly our ongoing program of improving

production efficiencies and controlling supply chain costs.
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OUTLOOK

The global economic environment is clearly problematic, with
the Iraq war increasing international uncertainty. We have yet to
see how this will impact growth and demand in our key markets
and we are conscious of the need to monitor the situation closely.
However, our sales have been very strong in the current year to
date and significantly over levels of the same period last year.
We are also still seeing healthy order forecasts from our customers

for the balance of the year.
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SunCorp supports the local community: students from Learning Support Class

of King George V School were able to enjoy an outgoing to Pak Tam Chung

Park with transport provided by SunCorp.
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CONCLUSION

In summary, we had a successful 2002 and performance this
year has so far been very encouraging. Our focus for 2003 is to
continue to service our existing customers with an enhanced
product range and to continue to grow our customer base. At
the same time achieving further operational efficiency remains

paramount.

Once again we thank our customers and suppliers for their

support and our employees for their loyalty and hard work.

By Order of the Board
Peter F Amour

Chairman

Hong Kong, 16 April 2003
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