MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

Thanks to the substantial orders for High Density Inter-connect
("HDI") printed circuit boards (“PCB") and the gradual improvement
in the operating environment commencing from December 2004
onwards, the Group's previous investment in advanced machinery for
the manufacture of HDI PCB has begun to bear fruit. The contribution
of HDI PCB to the Group’s turnover and profits during the current

period was particularly significant.

The Group's turnover during the current period was about 107%
higher than the last corresponding period. The percentage of the
sales value of HDI PCB on the Group's turnover for the current period
and the last corresponding period was about 68% and 22%
respectively. The Group’s turnover during the current period was a
great leap forward resulting mainly from the fact that the Group has
finally become an approved vendor for the provision of HDI PCB to
its telecommunication customers from December 2004 onwards after
passing through these customers’ lengthy and stringent approval

process.

The Group's gross profit percentage has improved significantly from
9.6% for the last corresponding period to 36.2% for the current
period. The poor returns for the last corresponding period was
primarily attributable to the sharp increase in the purchase prices of
certain major raw material items such as copper foil and laminate
etc., and the strategic postponement of selling price increase. On the
contrary, the considerable returns for the current period was mainly
due to the volume discount on bulk purchase of raw material arising
from the big jump in sales orders and the fact that the Group could
ask for a higher selling price for HDI PCB because there were not
enough PCB manufacturers who are capable of manufacturing high
quality HDI PCB for mobile phones with large volume under the

requirement of short delivery time.
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The percentage of the selling and distribution costs on the Group's
turnover for the current period and the last corresponding period
was 17.8% and 6.5% respectively. Because the magnitude of the
profits from the Group’s sales orders has a direct bearing on the
level of the Group’s selling and distribution costs, the higher selling
and distribution costs for the current period was reasonable. In fact,
the selling and distribution costs have been fully reflected in the
Group's selling price quotations and they have been borne by the

customers indirectly.

FINANCIAL REVIEW

The Group’s gearing ratio (i.e. the ratio of the Group’s aggregate
outstanding balances of the finance leases and hire purchase
contract payables, other loans and bank borrowings to shareholders’
fund) at 30 September 2005 and 31 March 2005 was 0.35 times and
0.42 times respectively while the Group's current ratio at 30
September 2005 and 31 March 2005 was 1.14 times and 1.04 times
respectively. Because the Group can generate substantial net cash
inflow from its PCB operating activities, these financial ratios will

improve further during the second half of the current financial year.

As at 30 September 2005, the Group's aggregate outstanding
balances of the finance leases and hire purchase contract payables,
other loans and bank borrowings amounting to HK$53,416,000 (31
March 2005: HK$52,238,000) out of which HK$24,790,000 (31
March 2005: HK$36,604,000) were repayable within the next 12
months. These borrowings were all denominated in either Hong Kong
dollars (“HKS$") or United States dollars (“US$"), originally
repayable monthly over 3 years (except for the bank borrowings
totaling HK$2,226,000 (31 March 2005: HK$24,414,000) which were
originally repayable within 3 months) and subjected to floating
interest rates for about 70% (31 March 2005: 86%) of them. The
Group has not adopted any interest rate hedging tool for these
borrowings. Certain machinery and equipment of the Group with a
net book value at 30 September 2005 of HK$48,389,000 (31 March
2005: HK$28,484,000) were pledged to secured these borrowings.
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