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OVERVIEW

The Group reported satisfactory result for the year
ended 31 March 2003. Total sales turnover was
HK$3,074 million, an increase of 8% as compared
to last year. In addition, net profit for the year rose
to HK$230 million, representing an increase of
4.5% over last year. The EMS division continued
to perform steadily and was still the major revenue
contributor of the Group, it contributed
approximately 93.2% of the turnover of the Group.
The Motorcycle division remained a non-core
business of the Group and recorded a gross profit
of HK$10 million.

FINANCIAL PERFORMANCE
For the year ended 31 March 2003, the Group
attained a record high operating profit of HK$242

million, which was slightly higher than last year.

Steady performance for the Group was mainly

driven by the following factors:

1. Consistent demand for low cost electronics

products in the mass market segment.

2. The Group continued to expand its customer
base and maintained close working

relationship with existing customers.

3. Gross profit margin maintained at a steady

level of 11.8%, mainly attributable to:

- Tighter cost control and strong
economies of scale
- The Group’s vertical integration

strategies, which made just-in-time
production possible, resulted in multiple
benefits including low inventory levels

and lower transportation costs
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4. Strong financial control and proactive cash
management policies led to high liquidity and

preferable lending terms from major banks.

WORKING CAPITAL MANAGEMENT
AND DIVIDEND POLICY

The Group maintained bank balances and cash of
HK$293 million as at 31 March 2003 and working
capital utilization continued to be efficient. The
Group’s inventory turnover decreased to 40 days
in the year (2002: 48 days) and trade receivables
turnover remained low at only 19 days (2002: 22
days).

The strong liquidity supported by the rich cash
surplus enabled the Board of Directors to make a
total dividend of about 48.3% of the net profit for
the year while maintaining an optimal gearing
position on one hand and maximizing the overall

return for shareholders on the other.

The Board of Directors considers that a dividend
policy declaring not more than 50% of the net
profit as dividend payments is appropriate. Whilst
providing reward to the investors for their on-going
support, cash available after dividend payments
must be sufficient to match the Group’s future

capital requirements.
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FINANCING AND CAPITAL STRUCTURE
Strong cash management, along with declining
interest rates driven by the downturn in the US
market, contributed to a significant finance cost

saving of HK$3 million as compared to last year.

The Group managed a low level of debt balances
as evidenced by the decrease in the gearing ratio
from 0.21 to 0.20, calculated based on the total
borrowings to the shareholders’ equity, and total
debts stood at HK$217 million as at 31 March
2003.

In May 2002, the Group entered into a four-year
syndicated loan agreement with six banks for the
amount of HK$210 million. The facility has been
applied mainly for the purpose of financing the
land and construction costs of Qingyuan Ngai Lik
Industrial Estate. As at 31 March 2003, HK$120
million was already drawn by the Group in order
to maintain flexibility in day-to-day liquidity and
funding, the Group has also been provided with
several significant uncommitted short-term
borrowing facilities by its relationship banks. There
are, however, no immediate needs for borrowings
of any material amount. The Group considers its
financial resources to be adequate to support the

business development in the coming year.

The Group’s borrowings are primarily denominated
in Hong Kong dollars and the Group has no
significant exposure to foreign exchange

fluctuations.
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LIQUIDITY AND FINANCIAL RESOURCES
The net current assets as at 31 March 2003
remained strong and achieved a level of HK$331
million. The shareholders’ funds further increased
from HK$936 million to HK$1,063 million as at
31 March 2003.

The sound financial position was mainly attributed
to the strong earnings for the year as well as the

effective financial management of the Group.

EXCHANGE EXPOSURE

Most of the sales and purchases of the Group are
denominated in US Dollar and through this natural
hedge, the exchange exposure is adequately

managed.
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