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Business Review

For the year ended 31st March 2006, the turnover of the Group
amounted to HK$817,115,246 (2005: HK$609,297,008) representing
an increase of 34% compared with last year whereas the profit
before taxation amounting to HK$3,737,214 (2005: HK$23,533,587)
representing a decrease of 84% compared with last year.

The decrease in profit before income tax was mainly due to a
provision for settlement of an arbitration and its related costs
amounting to approximately HK$40,355,000, which was included
in other operating expenses. This arbitration was filed by a sales
representative of the Group in the United States of America
demanding against the group companies for alleged breaches of a
representative agreement and a guarantee. A settlement was
reached on 13th July 2006.

For the printed circuit boards (“PCB’) segment, the segment turnover
increased from HK$509,390,555 to HK$709,876,924, which
accounts for 87% of the total turnover. The increase is mainly due
to the increasing sales mix towards our newly developed products,
high density interconnect boards, for installation in electronic
products ranging from mobile phones to digital cameras. Such new
product has a higher gross profit margin than the traditional PCB.
However, due to the provision made for the legal claim and its
related costs, the segment result decreased from HK$43,280,271
to HK$28,971,564.

For the electronics business segment, which accounts for 13% of
the total turnover, recorded a loss of HK$2,976,664, which is also

due to the provision made for the legal claim and its related costs.

In the current year, the customers of our Group covered Europe,
America, South East Asia and Hong Kong and the Mainland China,
which represents 16%, 17%, 29% and 38% of total turnover

respectively.

Included in other operating expenses was a provision for doubtful
debts amounting to HK$4,307,131.
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Chairman’s Statement

Prospect

The printed circuit boards business will remain to be the driving
force of the Group’s growth. In view of the continuous rise in raw
material costs, electricity and labour costs in the coming year, the
Group targets to shift the sales mix towards more on the higher
gross profit margin product, high density interconnect boards. Such
product also helps to create more business opportunities of the
Group in the competitive PCB markets. Meanwhile, moving towards
hi-technology and providing high-quality products and customer
services are our management’s aims to enhance the competitiveness
of the Group.

The new factory in Jiangxi has completed the planning and
designation stage and just started the foundation process. It is
expected to be completed and commenced operations in 2007.

We hope that our Group will achieve better rewards in ensuring

years.

Number and Remuneration of Employees and Remuneration
Policies

As at 31st March 2006, approximately 3,646 staff and workers
were employed in our Chang An Factory, Feng Gang Factory and
48 staff were employed in the Group’s Hong Kong Office.
Employees’ costs, excluding directors’ remuneration, amounted to
HK$56,202,064 for the year ended 31st March 2006 (2005:
HK$51,558,758). Remuneration packages are generally structured
with reference to the prevailing market practice and individual
qualifications. The remuneration policies of the Group are reviewed

on a periodic basis.
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Exposure to fluctuation in exchange rates and related hedges
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The Group’s borrowings are primarily denominated in Hong Kong
dollars and Renminbi. The Group has no significant exposure to

foreign exchange fluctuations.
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Liquidity and Financial Condition
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At 31st March 2006, the total borrowings of the Group, including
obligations under finance leases, amounted to HK$249,083,659
(2005: HK$143,581,439) which were payable in Hong Kong dollars
and Renminbi. The Group’s gearing ratio at 31st March 2006, which
was calculated as the ratio of all bank borrowings and long term
liabilities to shareholders’ funds, was 106% (2005: 61%).

Of the Group’s total borrowings, HK$184,328,586 (74%) is due
within one year, HK$45,111,260 (18%) is due in more than one
year but not exceeding two years, and HK$18,040,236 (7%) is due
in more than two years but not exceeding five years, and the
remaining balance of HK$1,603,577 (1%) is due more than five

years.

At 31st March 2006, the total banking facilities granted to the Group
amounted to HK$193,722,311 (2005: HK$160,897,736) of which
HK$168,299,508 (2005: HK$87,352,756) were utilised.

Among the total facilities, banking facilities amounting to
HK$8,681,611 (2005: HK$30,146,591) are secured by a legal charge
on the leasehold land and buildings with a net book value of
HK$16,999,839 (2005: HK$44,923,367).

On behalf of the Board
Yip Sum Yin

Chairman

Hong Kong, 21st July 2006
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