The Group achieves its competitive advantage from the following

core competences:

(1)

i

(iii)

The Group is considered as one of the leading player in
clock industry by virtue of its more than 20 years of
experiences in the clock manufacturing, such experiences
were successfully applied to the development of the Group's
other businesses such as other office related products and
lighting products. The Group’s public listed status provides

financial reliability and confidence to customers.

Vertical Integration in Manufacturing
The Group provides full range and one-stop-shop
manufacturing services to customers on both OEM and ODM
basis. The Group’s manufacturing activities cover research
and development; design;, manufacturing of metal, plastic
and glass components; woodworks; electroplating and
assembly. The vertical integration in manufacturing ensures
best lead-time, flexibility, quality control and cost

effectiveness.

Quality Control

The management places great emphasis on products quality
and reliability by setting up incoming, in-production, end-of-
line quality controls procedure, quality audit and endurance
test to fulfill the stringent requirements of its high-end
customers. The Group continues to pursue high quality
standard and the accreditation of the ISO9001:2000 to the
Group’s Shenzhen factory in January 2005 was an open

recognition of the Group’s effort and high quality standard.
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(iv)  Design, Research and Development
The Group has a strong in-house design, research and
development team with over 30 personnels who are expertise
in their chosen fields. The Group also enters into partnership
with well-acclaimed overseas design houses for new products
designs and development apart from the vast reservoir of its

own brands designs.

(v)  Sales and Marketing
The Group's sales and marketing activities operate in global
arena with offices and presence in the USA, Germany, UK
and the PRC. The presence attunes with the Group’s niche
marketing strategy and enables the Group to keep abreast
with the market conditions and to develop new market

segments.

The Group recorded a turnover of approximately HK$221,135,000
for the year ended 31 March 2006 (2005: HK$238,300,000), it
represents a reduction of 7.2% or HKS17,165,000 as compared
with last year. The Group recorded a loss for the year of
approximately HK$72,149,000 in the year under review (2005:
loss for the year of HKS$2,414,000). The loss was mainly a result of
recognizing the impairment loss of HK$23,768,000 in respect of
the disposal of 49% equity interests in Success Start Holdings
Limited; the impairment loss of HK$17,004,000 in respect of
goodwill and the review of the Group’s inventory value in view of
the effective of the restriction of the use of certain hazardous
substances in electrical and electronic equipment directive ("ROHS
Directive”) from 1 July 2006 in European Community. The Group’s
inventory was decreased by HKS16,516,000 from HK$95,634,000
at the end of last year to HKS$79,118,000 as at 31 March 2006.
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Clock and Other Office Related Products
This Division achieved a turnover of HK$155,900,000 in the year
under review, it represents a slight reduction of HK$2,500,000 or

1.6% as compared with the same period last year.

The gross profit margin of the clock and other office related
products was seriously hampered by increase in cost of materials
such as copper, aluminium and plastic resin used in the production
of the Division’s products, coupled with the surging labour cost
and the appreciation of Renminbi during the year under review.
An analysis of products cost shows an average increase of about
17.3% for the year 2006 as compared with the year 2005.

The restructuring of overseas offices entailed the written off of old
stock in the amount of approximately HK$672,000 in the Group's
USA office, Right Time Group, Inc. and approximately HK$2,679,000
in the Germany Office, Wehrle Uhrenfabrik Gmbh. This Division’s
inventory value decreased by HK$18,000,000 to make provision
for the impending application of the ROHS Directive to be effective
in European Community from 1 July 2006.

This Division reported a segment trading loss of HK$20,072,000
for the year ended 31 March 2006. The segment trading result for
last year was a trading profit of HK$2,233,000.

Lighting Products

The Lighting Products Division reported a turnover of
HK$20,500,000 in the year ended 31 March 2006. The result
represents a reduction of HK6,400,000 or 23.7% as compared
with last year.
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As reported in the Company’s interim report made up to 30
September 2005, this Division makes its sales predominantly to
European markets which showed sign of slow down in their
economy and has made a segment trading loss of HK$677,000.
This Division continued to operate in a difficult environment with
a decrease in sales turnover and an increase in operation cost
coupled with strong competition in the industry. The Group's effort
in improving its profitability have turned out in vain. The Group
has resolved to dispose the manufacturing operation of the Lighting
Division with a view to enabling the Group to reallocate its
resources and to concentrate on the Group’s other existing

businesses.

During the year under review, the Lighting Division report a
segment trading loss of HK$2,391,000.

The Group shall continue to carry on lighting products business

through its overseas offices on trading basis.

Trading

The Trading Division mainly engages in trading of metal in the
PRC market. During the year under review, the business was
inevitably affected by the PRC government’s tightening of macro-
economic policy. This Division reported a turnover of
HK$29,600,000 and a trading profit of HK$363,000 as compared
with a turnover of HK$41,600,000 and a segment trading profit
of HKS 1,772,000 in last year.

In the short run, the management looks upon the business as an
important source of marketing intelligence to the Group'’s other
businesses in the PRC market, the management does not expect
this Division to make substantial contribution to the Group’s bottom

line in the near future.
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Electroplating Services

The Electroplating Services Division recorded a turnover of
HK$15,200,000 in the year ended 31 March 2006 as compared
with HK$ 11,400,000 last year. It reported a segment trading profit
of HKS$3,463,000 in the year under review as compared with
HKS 1,170,000 in last year.

This Division claimed taxation on manufacturing profit on 50:50
basis under the Hong Kong Inland Revenue Department’s (the
“IRD") Departmental Interpretation and Practice Notes No. 21 —
Locality of Profit for the year of assessment from 2000/01.
Subsequent to the balance sheet date, the IRD issued the protective
profits tax assessments (the “Protective Assessments”) of
approximately HKS 1,000,000 relating to years of assessment from
2000/01 to 2003704 on Ultra Good Electroplating Limited. The
Company lodged objection with the IRD against the Protective
Assessments on 30 June 2006. The amounts had been provided

in the consolidated financial statements.

The Electroplating Services Division forms an integral part of the
Group’s vertically integrated manufacturing operation and it
provides high quality electroplating services to other customers.
This Division’s factory has long been established in its present
location. It has been accredited with ISO certification in 2001 and
in full compliance with the local governments’ requirements with
respect to environmental conservation. It also established long
term relationship with suppliers for the supplying of restricted
material such as potassium gold cyanide (&{t23% ) which is an
important ingredient for use in the electroplating process.

BRR%

BEREESREBEE ST AF=A=T—HILEFE
MEX1S & 2 %015,200,000%8 7T + £F A 11,400,00078
T REBFERNRANEBEHEB>EE S a A
3,463,000 7T © =% &1,170,000% 7T

AEBE _TET /T -RBUFELERBEFTEHBR

(IRBR]) 2R REERAITHESIF 215 —FHE
KRN IZ50 : SORERMEERBF 2 - REER

% BMBERR_ZZTT T—Z_TT= /ZTHRM
FE RNEEEFEERAFTNFLREERNSHTR
(TMREMFEF ) 475 %1,000,0007T - KRR BER =
gg/ﬁf\ﬁ:+El?dt%%%ﬁ%'l‘i%%fﬁl‘ﬂﬁf%%%ﬁ&
Yo RV BRRPEOHRXFBIELBE -

EEREEBERRAAREEEGREERRPZE
TRED TAEMEPIRHELDERRY - BEX
BHBERBIUCRYZF YR _TT-—FESE
BRRAUzmEEER R ([1SO]) MRE - ZHEHHK
R RRRER M EK - HX - ARG EEERZE
YTRENRFHER URSEEEBEPXEER
HeEEYHRME LTS RNBEHRE -



The Group expects that the PRC government will further tighten
up environmental protection measures with the effect of imposing
further restrictions in operating electroplating services in the area.
This Division with strengthen its competitive advantages in terms
of its long establishment and good relationship with local
government, ISO approved standard and high quality service, as

well a the secured access to restricted materials.

As at 31 March 2006, the Group had total outstanding debts and
finance lease obligations of HK$33,575,000 (2005:
HK$36,399,000), of which HK$24,314,000 (2005: HK$31,164,000)
was secured bank loans, HKS$11,416,000 (2005: HKS10,596,000)
was secured overdrafts, HK$567,000 (2005: HK$259,000) was
unsecured other loans and HKS$1,184,000 (2005: HK$969,000)
was obligations under finance leases. The amount repayable within
one year accounted for 98.3% (2005: 82.2%) of the total
borrowings as at 31 March 2006. The maturity profile of the
Group’s total borrowings as at 31 March 2006 is analysed as

follows:
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Within one year
In the second year

In the third to fifth years, inclusive

Total mEt

Our gearing ratio was at a healthy level of 0.4% (2005: 3.4%).
The computation is based on long-term borrowings of the Group
divided by shareholder’s fund as at 31 March 2006.
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The Group’s sound financial position will provide us with good
financial capacity to either expand our existing operation or to

diversify into other strategic growth business.

Certain of the Group’s leasehold land and buildings, investment
properties and financial assets were pledged to secure general

banking facilities granted to the Group.

The Group mainly earns revenue and incurs costs in US dollars
and Hong Kong dollars. Foreign exchange exposure of the Group
is minimal so long as the Government of the Hong Kong Special
Administrative Region’s policy to link the Hong Kong dollars to the

US dollars remains in effect.

Since the Group’s principal manufacturing operations are in the
PRC and most of the operating expenses are denominated in
Renminbi ("RMB”), the management is aware of possible exchange
rate exposure. As a hedging strategy, the management emphasizes
on using RMB borrowings to finance the Group’s PRC operation

and capital expenditure.

The Group generally finances its operation with internal generated
resources and banking and credit facilities provided by banks in
Hong Kong, the PRC and the UK. All borrowings are denominated
in Hong Kong dollars, the US dollars, RMB and British pounds.
Borrowing methods used by the Group mainly include trust receipt
loans, overdrafts facilities, invoice financing and bank loans. The
interest rates of most of these borrowings are fixed by reference
to the Hong Kong Dollar Prime Rate or foreign currency’s Trade

Finance Rates.

AEBEZHBERREE - BBERM U BENABR
REXER  UTRARBUERRZEZBIELZTIHLER -

AEBETHHLHEET REVEREREED
EER  UBAKREESE TRITER -

AEEETEUXTRETRBMERZNER - ER
&8 BT R DR AT AT 2R B A 8 T B 5k T 8 2 I
R BEAREZINERRER -

HRANERENEREEXBAAEMURNFTE - BEAE
MBEXHETIAARE (AR ZE  MEEET
BIELARRBMAELE - (FAEPRE  EHEEEE
MARBERINAEEEBEREART

AEBE-—REBARESEETE PEREBERITSH
TZRITBENEERERBEXRBEEMTES -
MEBRETENET Xt ARBERESEREEESE
- "EBRBZEBENEZIZRRERREER
BEXME  BEBERRITER - LHAERZFEX
MPLBETHREENXNIIINEE S P BH R E
o ABEERFE -



As at 31 March 2006, the Group did not have contingent liabilities
(2005: nil).

As at 31 March 2006, the Group had 1,808 employees (2005:
2,394) spreading among Hong Kong, the PRC, the US, Germany
and the UK. Industrial relationship has been well maintained.

The Group has adopted an extensive training policy for its
employees. It has also sponsored senior executives for higher

education programs.

The Group has adopted a share option scheme whereby certain
employees of the Group may be granted options to acquire shares
of the Company.
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