Management Discussion and Analysis

WORKING CAPITAL MANAGEMENT

Sales for March to May 2004 were approximately HK$730
million as compared to approximately HK$380 million of
the corresponding period last year. Traditionally this period
is a low season but the strong sales in the second half of
the year have carried on after the year end. As a result the
accounts receivable and inventory as at 31 March 2004
increased substantially from last year’s. The percentage of
accounts payable and trust receipt loans did not increase
as much as the accounts receivable mainly due to more
cash purchase on the flash memory and RAM. Factoring
into consideration the substantial increase in sales for this
period, the turnover day for working capital is in line with
the normal term of the Company.

LIQUIDITY AND FINANCIAL RESOURCES

As of 31 March 2004, the Group had total borrowings of
approximately HK$535 million as compared with that of
HK$390 million last year, of this HK$525 million was in bank
borrowings and HK$10 million was for obligations under
finance leases. The Group's borrowings were denominated
in Hong Kong dollars and bear interest mainly at floating
rates. Bank balances and cash amounted to 194 million and
were mainly denominated in Hong Kong dollars. Gearing
ratio was 86%, from calculation based on net borrowings
over shareholders funds.

The Group is not exposed to material currency fluctuation
risks, as most of its receivables are in US dollars and payable
in Hong Kong and US dollars. Except for a few customers
whom we offer credit on an open account basis, we transact
business with all other customers on letter of credit basis.
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TAXATION

The Group's filing of tax returns on a consolidated basis,
instead of on an individual company basis had been
challenged by the Hong Kong Inland Revenue Department
("IRD") starting from the years of assessment 1998/99 (the
“Prior Years”). The IRD has now agreed the assessments with
the Company. Approximately HK$2 million tax refund was
received from the IRD and there was no underprovision on
income tax on prior years.

EMPLOYEES RELATION

As at 31 March 2004, the Group had 130 staff stationed in
Hong Kong and overseas offices and 12,000 staff and
workers working in its two PRC factories. Total salaries and
wages amounted to approximately HK$134 million for the
year. Salaries and wages are normally reviewed on an annual
basis based on performance appraisals and market
conditions. The Group provides staff with year-end double
pay, discretionary bonuses, a provident fund, medical
insurance and training.
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