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BUSINESS REVIEW

The Group’s unaudited turnover and net profit
attributable to shareholders for the six months ended 31
March 2003 were approximately HK$78.8 million and
HKS$11.6 million, respectively, representing increases of 6.9%
and 70.5% respectively over the corresponding period in
2002. An increase of 14% and 27% respectively, in turnover
for Singapore and Malaysia pushed sales in both regions to
over 10% of total sales.

With ever increasing acceptance of the Groups new
models of jacks by the customers, the Group’s unaudited
turnover and net profit for the period under review increased
when compared to those of the previous corresponding
period. Although competition in the switches industry is
keen and which, to a certain extent affect the Group’s net
profit margin, the Group’s profitability still showed
improvement.

The Group continues to work closely with several well-
known Japanese and European consumer electronics
brandname owners as their strategic OEM manufacturers in
the PRC. The Group will continue to broaden its customer
base and to promote its products globally.

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with
internally generated cash flows. For the six months ended
31 March 2003, the Group generated net cash inflows from
operating activities of approximately HK$22.4 million, net
of tax paid (2002: HK$13.6 million). As at 31 March 2003,
the Group had cash and cash equivalents of approximately
HKS$27.4 million (30 September 2002: HK$38.9 million), total
bank loans of approximately HK$130,000 which will be
repayable within one year (30 September 2002:
HK$193,000).

The financial gearing ratio of the Group as at 31 March
2003, based on the total borrowings to shareholders’ equity,
of 0.1% has not changed compared with that at 30
September 2002.
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WING LEE HOLDINGS LIMITED

LIQUIDITY AND FINANCIAL RESOURCES (Con‘t)

Most of the Groups monetary assets are denominated in
Hong Kong dollars and United States dollars with minimal
balances in Singapore dollars. As the Hong Kong dollar is
pegged against the United States dollar, the exchange rate
risk of the Group is considered to be minimal. Thus, no
hedging strategy was adopted by the Group.

TREASURY INVESTMENT ACTIVITIES

As at 31 March 2003, the Group had short-term
investments of approximately HK$3.8 million (30 September
2002: HKS$117.1 million) and long-term investments of
HK$145.5 million (30 September 2002: HKS 1.3 million) in
certain quality equity and debt securities with favourable
investment credit ratings. These investments are of high
liquidity as there exist an efficient secondary market. The
significant decrease in short-term investment and a
corresponding increase in long-term investment as compared
to 30 September 2002 was due to a change in corporate
investment strategy, transitioning from a short-term oriented
position to a long-term oriented focus.

As at 31 March 2003, the Group’s available balance of
cash and cash equivalents together with short term
investments amounted to approximately HK$31.2 million (30
September 2002: HK$ 156 million), representing total liquid
funds of HK$0.74 per share of the Company. The Group
continues to actively seek investment opportunities and will
utilize these liquid funds to maximize the return of the
Companys shareholders.

CAPITAL STRUCTURE

On 3 April 2003, by a special resolution passed in a
special general meeting of the Company, every 4 issued
shares of the Company of HK$0.50 each were consolidated
into 1 share of HK$2.00 each and thereafter, the issued
share capital of the Company was reduced by canceling
paid up capital to the extent of HKS$1.50 on each
Consolidated Share in issue so that each issued Consolidated
Share in the capital of the Company was treated as one
fully paid up ordinary share of HK$0.50 in the capital of the
Company.
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CAPITAL STRUCTURE (Cont)

On 3 April 2003, the Company issued a prospectus and
pursuant to which, the shareholders of the Company were
given a right to subscribe for one new share at HKS1.50 for
every two shares held by them. On 17 April 2003, a total of
14,000,000 rights shares were allotted and issued. An
amount of HK$21 million was raised and received by the
Company. The net proceeds received from the rights issue
amounted to approximately HKS$19 million, out of which
approximately HK$2.8 million had been used to procure a
package of UL approvals to develop new product lines and
the remaining balance was used as additional working
capital.

NUMBER AND REMUNERATION OF EMPLOYEES

The number and remuneration of employees of the
Group had not changed materially from the information
disclosed in the published annual report of the Group for
the year ended 30 September 2002.

OUTLOOK

Due to the US-lraq war, the cost of crude oil and its
related raw materials increased tremendously, putting
pressure on the Group’s net profit, the effect of which is
expected to be seen in the later half of the financial year.
The outbreak of SARS had no direct effect on the Group.
The Group firmly believes the future remains positive and its
full year results will be satisfactory.

In May 2003, the Group officially began operations on
the Sony Chemical Corporation flexible flat cable production
line. Sales orders have been successfully received and
processed. The Group believes that this new line of business
will have a positive effect on the 2003-04 business results.

In February 2003, the Group spent HK$2.8 million to
purchase a package of UL approvals for a series of AC
products from the American based company, DM Technology
Energy Inc. The Group hopes to utilize these UL approvals
to strengthen product variety, thus diversifying its product
range, as well as to expand its customer base and increase
market share.

As part of the Group’s strategy to streamline production
workflows and enhance management effectiveness, the
Group will invest capital and human resources on the
implementation of the Oracle ERP system. The Group believes
the new computer system will enable the Group to further
enhance productivity.



