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Business Review and Prospect

The Group’s turnover for the year ended 31st March 2003 increased
to HK$449,657,095 (2002: $395,882,353), representing a rise of
13% compared to the same period in previous year. Loss
attributable to shareholders was HK$17,458,242 (2002:
HK$20,668,689) after taking into account provision for impairment
loss on land held for development amounting to HK$7,300,000.

The unfavourable market conditions and price competition in the
PCB and electronics industries have caused a reduction in the
profit margin of the Group. The operating result of the PCB business
was around break-even while the electronics business recorded an

operating loss of HK$7 million.

A provision of HK$7.3 million was made for impairment loss on
land held for development in Dongguan, Guangdong to reflect fair

value of the investment.

During the past years, we have not only been upgrading our
production facility but also making significant investments in
environmental protection. The investments may affect our short-
term performance; yet the return in the longer run may be more
rewarding. As a result of our continual effort, we have obtained the
ISO 14001 recently and we also have our name included in the
approved preferred suppliers list of some renowned customers.
This will bring our Group more competitive power and will in turn

derive better performance in the coming years.

As at 31st March 2003, approximately 3,085 staff and workers
were employed in our Chang An Factory and Feng Gang Factory
and approximately 48 staff were employed in the Group’s Hong
Kong Office. Employees’ costs, excluding directors’ remuneration,
amounted to HK$49.3 million for the year ended 31st March 2003
(2002: HK$42 million). Remuneration packages are generally
structured with reference to the prevailing market practice and
individual qualifications. The remuneration policies of the Group

are reviewed on a periodic basis.
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Exposure to fluctuations in exchange rates and related hedges

The Group’s borrowings are primarily denominated in Hong Kong
dollars, US dollars and RMB. The Group has no significant exposure

to foreign exchange fluctuations.

Liquidity and financial condition

At 31st March 2003, the total borrowings of the Group, including
obligations under finance leases, amounted to HK$97 million (2002:
HK$101.5 million) which were payable in Hong Kong dollars and
RMB. The Group’s gearing ratio at 31st March 2003, which is
calculated as the ratio of all bank borrowings and long term liabilities
to shareholders’ funds, was 50% (2002: 51%).

Of the Group’s total borrowings, approximately HK$82 million (85%)
is due within one year, approximately HK$10 million (10%) in more
than one year but not exceeding two years, approximately HK$4.5
million (4.5%) in more than two years but not exceeding five years
and the remaining balance of approximately HK$0.5 million (0.5%)

is due in more than five years.

At 31st March 2003, the total banking facilities granted to the Group
amounted to HK$98.1 million (2002: HK$90.5 million) of which
HK$61.3 million (2002: HK$49.9 million) were utilised. These facilities

are secured by:

(a) corporate guarantee issued by the Company;

(b) cross corporate guarantees issued by certain companies within
the Group;

(c) a legal charge on the leasehold land and buildings with a net
book value of HK$37.3 million (2002:
buildings of HK$32.5 million and a prepayment of HK$5.6

million for a purchase of a leasehold land and building of which

leasehold land and

the development is in progress).
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Subsequent events

Since 2001, an investigation has been undertaken by the PRC
customs authorities on a factory plant of a subsidiary of the
Company in Dongguan in relation to a suspected under-payment
of customs duty by this factory. During the year ended 31st March
2003, amounts totalling HK$0.6 million (2002: HK$1 million) were
paid to the relevant authorities as a result of this investigation and
the amounts were taken to profit and loss account. In April 2003,
the investigation was completed and closed and the Group is not

required to make further payment.

On behalf of the Board
Yip Sum Yin

Chairman

Hong Kong, 25th July 2003
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