MANAGEMENT DISCUSSION AND ANA

OVERVIEW

For the year ended 31 December 2004 the Group recorded a turnover of
approximately HK$2,339 million which represents an increase of 73% as
compared to the corresponding figure for the year ended 31 December
2003. The gross profit for the year under review was approximately
HK$257 million as compared to approximately HK$154 million for the

previous year.

SEGMENTAL INFORMATION

All of the Group’s turnover and contribution to results were derived from
the design, manufacture and sale of telephones and related equipment.
Our existing product range includes corded telephones, cordless
telephones, DECT and other telecom products. DECT products
accounted for approximately 89% of our turnover for the year under
review, up from 68% in the previous year. DECT will continue to be an
important driver of our growth, as the European market not only sees
natural growth in demand for telephone products but also looks to
replace existing cordless models with the DECT models. During 2004,
sales of cordless telephones amounted to 8% of the Group’s turnover, sales
of corded telephones amounted to 2%, sales of other telephone products

amounted to 1%.

Our customer base continues to comprise prime telecom operating
companies and telecom product distributors in Europe and Asia Pacific.
Customers in European countries accounted for approximately
HK$2,139 million and Asia Pacific region and other countries accounted

for approximately HK$200 million of the Group’s turnover.

As of mid April, the level of confirmed orders (excluding contracts
currently under discussion) for products to be shipped in the remainder
of the first half of the year is approximately 7% greater than the

comparable period last year.
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AGEMENT DISCUSSION AND ANALYSIS
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2004, the Group had net current assets of
approximately HK$110 million, total assets of HK$666 million and
shareholders’ funds of approximately HK$183 million.

As at 31 December 2004, the cash balance of the Group stood at
approximately HK$231 million and included approximately HK$21

million being pledged as security for banking facilities.

The Group’s total bank borrowings as at 31 December 2004 were
approximately HK$159 million (2003: HK$83 million) including
approximately HK$139 million (2003: HK$83 million) that represented

advances drawn on trade receivables with insurance coverage.

PLEDGE OF ASSETS

As at 31 December 2004, the Group has pledged bank deposits of
approximately HK$21 million to secure banking facilities granted to the
Group including the advances drawn on trade receivables with insurance

coverage.

SunCorp Technologies Limited

it B 4 e S O R

REZRRNEFZH = —H o KER
A i B FE A 49 110,000,000 T © &
FE 48 A 666,000,000 JC & B B & & A
183,000,000 7T °

REEFRNFEFZH=1+—H > AEH
2 BL& 550 49 55 231,000,000 7T 0 515
T 5y 8 AT Al & BHK MR 5 R 2 4
21,000,000% 7T °

REFENEF A= —H > AEH
ZBRAT 15 B AEE 4 £5159,000,00095 7T (—
TR =4 1 83,000,000% ) 0 I A
139,000,000% & ( — & F = 4
83,000,000 7C) T 5 ff M i & %) B T
BB BME -

A A

NEENEF A= —H > AEHE
BT R 421,000,000 JC 2 R 17 17
PO AER AL TSR AR > A
E IR R 5 BRI 15 2 B BLRLE 2
A o

2004 Annual Report



MANAGEMENT DISCUSSION AND ANA

CAPITAL STRUCTURE

During the year, 16,405,144 new shares were issued at exercise prices of
HKS$0.292, HK$0.567, HK$1.02 and HK$0.60 per share upon the

exercise of share options and warrants by option and warrant holders.

INVESTMENTS

On 28 May 2004, the Group acquired Mansella in the UK as part of our
R&D roadmap. Mansella is a highly regarded research house based near
London that has proven development capabilities in Bluetooth and

wireless data solutions.

CONTINGENT LIABILITIES

The Company has outstanding guarantees of approximately HK$71
million to secure general banking facilities granted to a jointly controlled

entity.

As at 31 December 2004, there was approximately HK$135 million
(2003: HK$116 million) of bills discounted with recourse.

CAPITAL COMMITMENT

As at 31 December 2004, the capital expenditure in respect of acquisition
of intangible assets contracted for but not provided in the financial
statements amounted to approximately HK$7 million (2003: HK$5

million).

EMPLOYEES

The group’s emolument policies are formulated on the performance of
employees with reference to market conditions. The Board may exercise
its discretion to grant share options to the executive directors and
employees as an incentive to their contribution to the Group. During the
year under review, the Group had granted a total of 6,812,000 share

options to the employees in accordance with the share option scheme.
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