MANAGEMENT DISCUSSION AND ANALYSIS
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As at 31 March 2003, the Group had total borrowings of
approximately HK$390 million as compared to HK$278 million
last year, of this HK$264 million were short term bank
borrowings, HK$110 million were long term loans and HK$16
million were obligations under finance leases. The long term
loans are mainly bank loans with a three year repayment term.
The Group's borrowings were denominated in Hong Kong
dollars and bear interest mainly at floating rates. Bank balances
and cash amounted to HK$207 million (2002: HK$121 million)
were mainly denominated in Hong Kong dollars. The Group
had a comfortable level of borrowings and the gearing ratio
was 0.45 calculated based on net interest bearing borrowings
over shareholders’ fund.

The Group is not exposed to material currency fluctuation risks,
as most of its receivables are in US dollars and payables in US
and Hong Kong dollars. Whenever we expect to receive a large
US dollar payment, we may purchase long term contracts to
hedge against possible currency fluctuation. The further
depreciation of US dollars to the Euro has had a positive effect
on sales to European customers. There is more room in price
negotiations as our customers can benefit from the currency
appreciation.

Prices of most of the raw materials decreased during the Year
except metals and plastics. Shortage of supply and import
restriction in Mainland China caused the prices of many metal
parts to increase by more than 30%. In addition, prices of plastic
materials began to increase from the latter half of last year,
and about 20% increase was noted since then. However the
prices of major components continue to decrease and therefore
the overall profit margin can be maintained.
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The Hong Kong Inland Revenue Department challenged the
appropriateness of the filing of tax returns by the Group on a
consolidated basis, rather than on an individual company basis
in respect of the prior years, starting from the year of
assessment 1998/99 (the “Prior Years”). The final assessment of
the Prior Years had not yet been issued, and the potential tax
liabilities cannot be reliably estimated. However, based on
information available to date, the Directors are of the opinion
that there is no material unprovided tax at the balance sheet
date.

As at 31 March, 2003, the Group had 130 staff stationed in
Hong Kong and 9,500 staff and workers working in the two
Mainland China factories. Total salaries and wages amounted
to approximately HK$117 million for the Year. Salaries and wages
are normally reviewed on an annual basis based on
performance appraisals and market conditions. The Group
provides year end double pay, discretionary bonuses, a
provident fund, medical insurance and training.

FR-BEVRGRERAKEERA - ALANEAN
AMFE (BEFE]) Bk R EMIERE
FREBARELBERBVRAERIRE -BEFE
ZEREFBANAREL  #URRE A EEHBEERS
ER-AMRBEBRAGZER EFTERR/RN
REAYEBEARBBENIEA

RZBEZE=F=A=1T—"RH rX&EEEEHEE
1304 B I ifn # B A b W fE R /5 Al 7B 9,500
BIRTARFEZHEE2RIEBBOAR
117,000,000 Lo FHE M TE —RSFIRIETIE
FEFIZETSBRETRN REBREFK
e MBI 2B BERRREZI-

ANNUAL REPORT 2003



