INTRODUCTION

The results for 2006 are extremely disappointing. They record the
consequences of what has been a very difficult period for the
Company as it sought to return to profitability through the higher
margins and greater efficiency that outsourcing production to a
new manufacturing partner was to bring. Whilst the loss for the
year and the balance sheet position at year end are
unsatisfactory, these numbers do not reflect the rights issue that
closed in January 2007 which raised new equity of HK$60 million
nor the operational improvement that began in the fourth quarter
of last year which has continued to date. This improvement is due
to the implementation of a significant cost reduction program,
which included major workforce reductions across the Group, and
an improved sales mix as we began to ship new higher margin
products. As mentioned below, we managed to achieve breakeven
for the first quarter of 2007 on sales of HK$403 million and are
now rapidly moving to establish new more cost-efficient
manufacturing facilities.

Our ability to come through this difficult period has been directly
attributable to the support of our customers, suppliers, certain
bankers and of course our loyal and hardworking staff. We are
extremely grateful to all of them.

MARKET POSITION MAINTAINED

Despite these setbacks, industry reports confirm that not only did
we maintain our 22% share of the European overall cordless
telephone handset market in 2006, we also secured the number
one position in the VoIP category, the newest and fastest growing
segment of the market for 2006 and the foreseeable future.

OPERATING PERFORMANCE

Despite the gradual improvement in the trading position of the
Group in the second half of 2006, which has continued into the
first quarter of this year (see below), we have decided to adopt a
conservative approach and have made certain provisions for
several key matters.
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OPERATING PERFORMANCE (continued)

The loss for the year was arrived at after charging “impairment
losses on assets” of HK$241.4 million. This charge is made up of
two items: HK$168.9 million for impairment of receivables from
our associate in Shenzhen that runs our manufacturing
operations, and HK$72.5 million for impairment of certain product
development projects.

Sales in the full year were down 11.8% over 2005, due to an
average unit sales price decline of approximately 12.2% year on
year and delays in the introduction of new models. However, we
saw an improvement in our position in the second half as we
began to ship our higher margin, newly developed VolP phones to
Europe. Sales in the second half were HK$877.5 million, equal to
the first half level. Importantly, the profit margin of products in
the second half was higher, with the gross margin improving from
2.2% in the first half to 3.2% in the full year.

If we had factored out all non-cash charges, such as depreciation,
amortisation and the “impairment losses on assets” item referred
to above, the loss for the full year would have been HK$48.6
million, of which losses for the first half were HK$39.1 million. The
loss in the second half narrowed on this basis to HK$9.5 million.
Net cash from operating activities turned positive, reaching
HK$56.7 million for the full year.

The causes of the margin pressures were well canvassed in the
2005 annual report and the 2006 interim report. In addition to a
sales mix in the first half of 2006 that emphasized relatively
lower-margin entry level products, they included increased labour
and operating costs in Shenzhen, increased component costs for
electronic goods due to rises in metal and plastic costs, and the
appreciation of the RMB. We had expected the arrangements with
Uniden Corporation of Japan (“Uniden”) that were announced in
mid-2006 to have assisted in addressing these factors.
Unfortunately this did not transpire. We then took a number of
critical steps to reduce costs, the benefits of which flowed
through into the fourth quarter of last year and the first quarter of
2007.
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OPERATING PERFORMANCE (continued)

The Group instituted a significant cost reduction program in the
fourth quarter of 2006. This involved a contraction of the
workforce across the Group, major cutbacks in expenditure, the
closure of our UK-based Suncorp Applied Research Limited
(“SARL™), and the transfer of its development projects to the
engineering team in Shenzhen. In addition, the Executive
Directors’ compensation was reduced by approximately two-
thirds.

As mentioned below under the heading “First Quarter 2007”, this
improvement in operations continued into 2007 and the Group
has successfully turned around its operations and achieved
breakeven on sales of HK$403 million.

BALANCE SHEET

The Group faced a number of unexpected events in 2006 that
inevitably created significant difficulties as we sought to turn
around the consequences of a challenging first half. These
included certain bankers canceling or failing to renew financial
facilities in the second half; constraints on a timely transfer of
production to the facilities of Uniden, the then largest
shareholder; the resulting need to continue production at the
expensive manufacturing facilities of our associated company
Shenzhen Top Guo Wei Electronics Co., Ltd. (“Guo Wei”); and the
sudden resignation of the six representative directors of Uniden
from the Board in November 2006.

Shareholders will recall that in April 2006, the Company
announced that its performance in the second half of 2005 had
deteriorated and that it was being adversely affected by a number
of rising costs, including the cost of manufacturing at its
associated company in Shenzhen, that it continued to be affected
by those costs pressures into 2006, and that the Board was
seeking ways to reduce production costs, either by outsourcing or
locating new factory premises. In July 2006, the Company entered
into arrangements with Uniden under which Uniden would
become the single largest shareholder and a party to a Business
Alliance Agreement (“BAA”) pursuant to which Uniden would
support the Company in, amongst other things, research and
development, purchasing and joint marketing activities, and
would take up production of the Group’s products under a Master
Production Agreement (“MPA”). The transfer of production to
Uniden’s China facility, which was expected to occur as soon as
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BALANCE SHEET (continued)

practicable, was intended to enable the Group to cease sourcing
its manufacturing requirement at Guo Wei, the Group’s existing
production arm. Uniden would then be responsible for procuring
all materials and components. Immediately following signing of
the agreements (which were approved by shareholders on 10
August 2006), work began between the two companies on the
implementation of the MPA and the BAA.

However, unforeseen delays in the implementation of the MPA
occurred. Uniden was only able to commence production in late
October, and by the end of fourth quarter had only manufactured
and delivered about 7% of the Company’s total requirements.
Moreover, in early November, six directors of the Company, being
representatives of Uniden, unexpectedly resigned from the Board.

The delay and limited implementation of the MPA required the
Company to continue to source production from Guo Wei, which
continues today. Contrary to what was originally intended, Guo
Wei was thus unable to cease operations, and has not been able
to realize its plant and machinery, property and other assets in
order to repay amounts due to the Group.

At the same time, the Company rationalised its product
development plans. The decision was made to close the UK-based
SARL, and to move its projects to our lower cost Shenzhen-based
research and development team. This change led to a charge
against certain product development expenditure in respect of a
limited number of projects then being undertaken by SARL.

The deficiency of net assets at 31 December 2006 of HK$39.2
million, is before taking account of the rights issue in January
2007 in which we raised approximately HK$60 million of new
equity.

During the second half of 2006, we repaid to banks a net amount
of HK$112.9 million of financial facilities (aside from invoice
financing facilities). Today, the total amount due to banks (other
than in respect of invoice discounting facilities) is only HK$23.5
million.

| refer you to the “Management Discussion and Analysis” for a
more detailed review of our financials.
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STATUS OF AGREEMENTS

In March of this year, having fully considered the state of the
Company’s business relationship with Uniden in the context of the
MPA and the BAA, and, in particular, Uniden’s breaches of those
agreements, the Company resolved to exercise in the Company’s
best interests its right to terminate the MPA and the BAA.
Accordingly, the Company served a written notice of termination
on Uniden. The events involving Uniden and the Company are the
subject of legal proceedings in the Hong Kong courts which began
in February of this year, and in these circumstances, the Company
is unable to comment on these proceedings. However, the
Company strongly refutes Uniden’s allegations and claims brought
against the Company, and considers them to be without merit.
The Company intends to fully defend those claims and
allegations.

FIRST QUARTER 2007

We have decided to adopt quarterly reporting of results and will
announce the unaudited consolidated results for the first quarter
of 2007 on Friday, 27 April 2007. Those results, which are
unaudited and based on the Company’s management accounts,
will show that the Company had consolidated sales of HK$403
million in the first quarter of 2007 and achieved EBITDA of
HK$17.2 million and breakeven operating results.

NEW MANUFACTURING FACILITY PLANS

The Company has now revived plans that were formulated before
the MPA with Uniden to move to a lower cost and more efficient
manufacturing location in Guangdong. The plan involves leasing a
new facility in Mei Zhou in Guangdong province, which is
approximately four hours from the Hong Kong-Shenzhen border.
Our plan is to effect this move as soon as possible. We expect to
complete the transfer of full production by the end of the year.
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SALES AND MARKETING

Demand for our products remains strong. We continue to develop
new ranges of DECT cordless telephones for the European and
other international markets and we have a solid order book with
existing customers. Infosource, a leading European research
company, reported in April 2007 that we are the leader in VolP
cordless telephones in the European market.

We are committed to generating new business opportunities with
higher margin products. Recently we won contracts to supply two
leading international groups with ranges of DECT and VolP
phones. We expect deliveries to these new customers will
commence in the third quarter of 2007. Also in the third quarter of
2007, we expect to launch our DECT and DECT/VolP cordless
telephones in the USA market through our joint venture with XACT
Communication, Ltd. Shareholders were informed in early 2006 of
our entry into the USA market, but delays in the development of
these projects meant we were unable to execute the plan in 2006.

We have recently gained certification for 10 new models of DECT
cordless telephones incorporating Skype VolIP software protocols,
and our models have new unique innovative features that we feel
confident will enable us to enhance our sales success in this
market sector.

OUTLOOK

| draw your attention to the auditor’s opinion and the matters
dealt with therein. The auditor’s caution is understandable in light
of the events of 2006. Let me assure shareholders that the Board
and | are committed to pursuing prudent management of the
Company’s financial affairs, with an emphasis on business growth
and rigorous cost controls. Whilst we recognize that challenges
remain, we are encouraged by the Company achieving breakeven
in the first quarter. Our focus remains on improving our
profitability through an emphasis on higher margin products, the
relocation of manufacturing facilities, improved purchasing, and
exacting overhead targets. We continue to be driven by innovation
and anticipate new product launches in the VolP, DECT, video
phone and Wifi markets during 2007.
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