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MANAGEMENT DISCUSSION AND ANALYSIS
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The core business of the Group consists of the design,
manufacture and sale of switches and jacks, all of which are
basic components used in electronic, telecommunication
and computer products. The major customer groups who
account for the larger proportion in the Group’s products
sales are reputable brand named owners from Japan, Europe
and USA.
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additional investment properties. The two properties are retail
shops located at Central and Wanchai, Hong Kong with a
consideration of approximately HK$23 million and HK$31
million respectively, which are for investment and leasing
purposes. As at 31st December, 2006, the Group had a
total of ten investment properties situated in Hong Kong
and the Mainland China. The aggregate market value

amounted to approximately HK$130 million.

The investment properties generated a rental income of
approximately HK$5.2 million, with a nearly 100% occupancy
rate and an approximately 4% investment return. As the
newly acquired properties were only recorded in the accounts
during the middle of the period, the rental income return

was less than normal.

A summary of investment properties of the Group as at

31st December, 2006 is set out on page 116 of the report.

SECURITIES INVESTMENT
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The Group has invested in both debt and equity securities
for long term investment purpose. The debt securities were
mainly overseas listed bonds, whereas the equity securities
were mainly Hong Kong listed stocks, which had market
values of approximately HK$177 million and HK$42 million

respectively as at 31st December, 2006.
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The interest income received from debt securities was
approximately HK$11.7 million, with an average interest

return per annum of about 5.5%. The dividend income

#)752,000,0008 7T + BIER & LA received from equity securities was approximately HK$2
B million, which consisted of cash and scrip dividend.
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As of 31st December, 2006, the net current assets of the
Group were approximately HK$121 million. The current and
quick ratio of the Group were 2.2 and 2.0 respectively.
Shareholders’ funds maintained at the level of approximately
HK$526 million.

As of 31st December, 2006, the cash and bank deposits of
the Group were approximately HK$56 million, while fixed

deposits were of approximately HK$22 million.

The Group's approach remains steady and operates mainly
with internal fund with bank borrowing ratio of 8.1%, which
represents a lower financial borrowing exposure as compare
to other companies in the similar industry. As of 31st
December, 2006, the total bank borrowings of the Group
were HK$43 million, of which HK$28 million was repayable
within one year. The loan received was mainly used for

acquiring investment properties.

Capital Expenditure

Total capital expenditure for the period was approximately
HK$126 million, out of which, approximately HK$69 million
was spent on the development of the new plants in Luoding
and Heyuan, whereas approximately HK$57 million was used

for acquisition of investment properties.
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Treasury Policy

Most of the Group's sales and purchases were denominated
in HK Dollars and US Dollars. As HK Dollars and US Dollars
are pegged, the Group had minimum exposure to foreign
exchange fluctuation and, presently, the Group has not
entered into any financial instrument for hedging purposes.
However the Group will closely monitor the overall currency

and interest rate exposure.

HUMAN RESOURCES
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As at 31st December, 2006, the Group had about 40
employees in Hong Kong office and 3,000 employees in
the PRC plants. Total salaries and wages for the period
under review amounted to approximately HK$63 million.
Other than offering competitive remuneration packages, the
Group also grants special bonuses and share options to
subscribe shares of the Company to qualified employees
based on operation conditions and individual performance.
Employee welfare is determined with reference to prevailing

labour laws in Hong Kong and the PRC.
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