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FINANCIAL REVIEW

Turnover

During the year, the Group’s turnover decreased to
HK$2,836 million, down by 17.0% as compared to
last year. The drop was partly attributable to the
competitive environment and partly to the planned
reduction in the sales of products with higher plastic

consumption.

During the year, sales of home audio products
accounted for approximately 82.1% of the Group’s
turnover, a decrease of 24.2% over last year, and
remained as its core business. Sales from digital and
DVD players contributed to approximately 13.5% of
the Group’s turnover, an increase of 49.4% over last

year.

Gross Margin

The Group continued to change its product mix and
reduced the sales of CD audio products which used
plastics, laminates and metals as the key raw
materials. During the year, the gross profit margin
decreased to 5.3%.

Expenses

The Group’s administrative expenses decreased by
7.5% as compared to the previous year and totalled
HK$111 million. The percentage of administrative
expenses to total sales rose to 3.9% (2005: 3.5%).
With a lower sales revenue base for the period, the
Group’s selling and distribution expenses decreased
to approximately HK$33 million. The Group’s finance
costs surged to HK$27 million as a result of the
significantly higher average interest rate and the

increase in bank borrowings.

During the year, the Group has suffered from an
impairment loss of HK$7,359,000 recognised in
respect of development expenditure and was mainly
arisen from the cessation of manufacturing of loss-

making electronics and electrical products.
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Property Investment

The Group has changed the use of certain plants in
Dongguan to rental purposes following the
consolidation of operations into Qingyuan Industrial
Estate. Accordingly, the carrying value of investment
properties increased from HK$60,288,000 to
HK$186,358,000. The net-of-tax increase in fair value
of investment properties, which was credited to current
income amounted to

year’s statement,

HK$22,229,000.

Working Capital Management and Dividend Policy
As at 31 March 2006, the Group maintained long-
term bank deposit, bank balances and cash of
approximately HK$221 million (31 March 2005:
HK$239 million). The Group’s average inventory
turnover was about 56 days (31 March 2005: 51 days).
The Group’s average trade receivables turnover was
increased to 16 days (31 March 2005: 10 days).

Financing and Capital Structure

For the year ended 31 March 2006, the Group’s total
debts stood at approximately HK$702 million (31
March 2005: HK$544 million), of which HK$318 million
(31 March 2005: HK$371 million) were not repayable
within one year. The borrowings mainly included
outstanding balances of syndicated loan facilities of
HK$255 million and certain term loan facilities from
several banks in the total of HK$216 million. The
increase in borrowings was mainly due to new
borrowings for the purposes of CAPEX and daily

operation.

The Group also issued letters of credit to procure the
supplies of critical components and certain raw
materials. The trust receipt loans amounted to
approximately HK$43 million (31 March 2005: HK$40
million). The Group’s borrowings are primarily
denominated in Hong Kong Dollars or US Dollars and
the Group has no significant exposure to foreign
exchange fluctuations.
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Capital Expenditure on Property, Plant and
Equipment

Total capital expenditure for the year was HK$125
million (31 March 2005: HK$328 million), out of which
HK$29 million was spent on the construction of
production plants, HK$40 million for the acquisition
of plant and machinery and HK$33 million for moulds
investment.

Liquidity and Financial Resources

The net current assets of the Group as at 31 March
2006 stood at a level of approximately HK$37 million
(31 March 2005: HK$140 million) and the current ratio
was 1.05 (31 March 2005: 1.21). Shareholders’ funds
were maintained at approximately HK$1,070 million
(81 March 2005: HK$1,064 million).

Treasury Policy

The majority of the Group’s sales and purchases are
denominated in Hong Kong Dollars or US Dollars. As
Hong Kong Dollars and US Dollars are pegged, the
Group has minimum exposure to foreign exchange
fluctuation and, currently, the Group has not entered
into any financial instrument for hedging purposes.
However, the Group will closely monitor the overall
currency and interest rate exposures. When
considered appropriate, the Group will hedge against
currency exposure as well as interest rate exposure.
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