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Management Discussion and Analysis

For the year ended 31st March, 2004, the Group achieved
a turnover of HK$613,059,000 representing a year-on-year
growth of 40%. The Group’s profit attributable to
shareholders was HK$71,078,000 compared with a loss of
HK$2,565,000 of the last financial year. The turn-around
performance was mainly contributed to full year operation
of the Group’s digital electronics products business and
the disposal of its non-core business.

DIVIDEND

The Directors do not recommend the payment of a dividend
for the year ended 31st March, 2004.

REVIEW OF OPERATIONS
Sales and Marketing

Since diversifying into the digital electronics products
business in late 2002, the performance has always been
encouraging. Turnover from the Group’s major markets USA
and the PRC represented for 94% of the Group’s total
turnover.

The prolonged improvement of the global economic
conditions has accelerated the demand of digital electronics
products and the Group was able to take this advantage
and captured a substantial increase in sales volume. In the
meanwhile, the supply shortage and price fluctuation on
memory integrated circuits has caused a slight drop in the
gross profit margin.

During the year, the Group has established its export market
team and has successfully exploded to the USA digital
market. To extend our presence in the global market, the
Group has participated in major international trade fairs
including the CES show in Las Vegas, the USA and CeBIT
show in Hannover, Germany.

Focused on developing the immense potential of the IT
market in the PRC & Asian region, the Group has extended
its sales channels and regional offices to major cities,
including Shenzhen, Beijing, Shanghai, Xian,
Singapore and Taipei. In order to strengthen its overseas
marketing and broaden its customer bases, the Group has
recently re-located its export marketing team into Hong
Kong, where better international support can be asserted
to the business.
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In view of enormous growing demand for digital electronics
products, the Group has strengthen its existing R&D team,
focusing on product enhancement and is planned to launch
new generations of digital electronics products on a very
tight intervals.

Production

To cater for the growth of its core business, the Group has
geared up the production capacity of its Dalian factory and
together with the acquisition of a new manufacturing plant
in Shenzhen during the year, the Group now has a total of
18 production lines equipped with high speed advanced
Surface Mount Technology (“SMT") facilities. The new
production plant of the Group located in Shenzhen has a
total floor space of over 25,000 square meters, with a fully
integrated operation that can manufacture high quality
digital electronics products such as MP3, LCD TV, Pocket
PC and digital memory devices on a mass scale.

To fully utilize the production capacity of its factories, the
Group also established its ODM and OEM business. The
Group will extend its ODM and OEM business to the PRC,
Japan, Korea & Taiwan.

Apparel & peripherals

In line with the Group’s overall business and resources
allocation strategies, the Group sold all of its apparel &
peripherals business during the year. The disposal enabled
the Group to realize a profit of HK$10,083,000.

PROSPECTS

We look to 2005 with optimism. Hong Kong is uniquely
positioned to benefit from the PRC's robust economic
growth. The Closer Economic Partnership Arrangement
(“CEPA") is a very strong catalyst for the economic
integration between Hong Kong and the PRC. This offers
plenty of investment opportunities and long-term economic
prospects for Hong Kong.
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The Group’s marketing objective is to give the brand
increasing international exposure and to become a world-
class brand name. In the coming year, the Group will
continue to participate in international trade fairs and
exhibitions in order to expose our products to more potential
customers. With an experienced overseas marketing team,
we are confident that our overseas sales in 2005 will
overshoot that of 2004.

Our existing ODM and OEM products are mainly targeted
for the overseas markets. To capture for a larger market
share, the Group will actively seek for more potential OEM
and ODM customers by ways of comprehensive marketing
campaign and leverage on our strength in the overseas
markets.

Apart from expanding our production capacity, refining
production techniques and maintaining a high product
quality, we continuously respond to the increasing market
demand for more sophisticated products by placing
additional efforts on enhancing product designs and building
brand awareness.

Coupled with a widening customer base and the successful
launches of our new products, we will continue to enhance
our management structure through the restructuring and
promoting of greater efficiencies in product development
and design. With these initiatives, the Group endeavors to
strengthen its foundation to achieve a long-term growth
and improved profitability.

CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL
RESOURCES

The Group generally finances its operations with internally
generated resources and banking facilities granted by its
principal bankers in Hong Kong. As at 31st March, 2004,
the Group's total assets amounted to HK$781,236,000
(2003: HK$252,063,000) which was financed by
shareholders’ funds of HK$576,578,000 (2003:
HK$145,834,000), long-term and current liabilities of
HK$204,658,000 (2003: HK$106,229,000).
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The Group consistently adopts a conservative treasury policy
and maintains a solid financial position. Cash and bank
balances of the Group as at 31st March, 2004 totalled
HK$191,560,000 (2003: HK$39,144,000) and the current
ratio was 3.03 (2003: 1.87).

As at 31st March, 2004, the Group had a gearing ratio of
14% compared with 44% as at 31st March, 2003 calculated
on the basis of the Group’s bank borrowings over
shareholders’ funds.

FOREIGN CURRENCY EXPOSURE

The Group’s sales and purchase transactions and bank
borrowings are primarily denominated in either Hong Kong
Dollars, United States Dollars, or in the local currencies of
the operating subsidiaries. The Directors considered that
the Group had no significant exposure to foreign exchange
fluctuations and had no material contingent liabilities as at
the reporting date.

USE OF PROCEEDS FROM ISSUE OF NEW SHARES

The proceeds from issue of 339,391,122 new shares by the
Company in September 2003, net of listing expenses, were
approximately HK$333.5 million. The net proceeds have
been fully utilized as stated in the circular except for the
following as unutilized balance, which has been placed short
term bank deposits:

(a) approximately HK$12 million for the acquisition of
the land and plant in the PRC;

(b)  approximately HK$4 million for the leasehold
improvement and acquisition of furniture;

(c) approximately HK$10 million for acquisition of

machinery and equipment;
(d approximately HK$21 million for
development; and

product

(e)  approximately HK$28 million for advertising and
promotions.
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EMPLOYEES AND REMUNERATION POLICIES

As at 31st March, 2004, the Group had approximately 500
employees. Total staff costs for the year including directors’
emoluments amounted to HK$28 million (2003: HK$92
million). Competitive remuneration packages commensurate
with individual responsibilities, qualifications, experience and
performance are structured. In addition, the Group has
adopted a share option scheme and discretionary bonus
policy for eligible employees.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the year.

AUDIT COMMITTEE

In compliance with the requirements of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”), an Audit
Committee comprising two independent non-executive
directors was formed. Reporting to the Board of Directors
of the Company, the Audit Committee is dedicated to the
review and supervision of the Group’s financial reporting
process and internal controls.

PROPOSED AMENDMENTS TO THE ARTICLES OF
ASSOCIATION

The Board has resolved to propose certain amendments to
the articles of association of the Company in compliance
with the new requirements of the Listing Rules on the Stock
Exchange which became effective on 31st March, 2004.
Details of the proposed amendments will be set out in the
notice of the forthcoming annual general meeting to be
published as soon as practicable.
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