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PRODUCTION EFFICIENCY AND COST CONTROL

With the dedicated commitment of the staff, productivity of the Group's flagship
manufacturing base in Shenzhen, the "Chen Hsong Industrial Park”, had increased
further from last year's level, which enabled the Group to achieve marked improvements
in responding to the market, production efficiency and cost control. The Group
has started the second phase expansion of the "Chen Hsong Industrial Park" in
Shenzhen, as well as the building of a brand new assembly plant in the Zhejiang
province. These new facilities will commence operations next vear and further

increase the Group's production capacity.

During the coming year, external factors such as currency fluctuations, high oil prices
and price hikes in certain raw materials will exert pressure on the Group's procurement
and production costs. The Group expects that the international conditions will soon
stabilize, the fast expanding market share and improved productivity will partially
relieve production cost pressure, and thus minimizing impact on the Group's

profitability performance. The Group will implement product technology improvement

programs, and with its innovative spirit, will surpass the current level of productivity.
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FINANCIAL REVIEW
LIQUIDITY AND FINANCIAL CONDITION

As at 31 March 2003, the Group had cash of HK$646 million (2002: HK$501 million),
representing an increase of HK$ 145 million over the same date of last year. Details

of cash movements were analysed in the Consolidated Cash Flow Statement.

As at 31 March 2003, net current assets of the Group amounted to HK$800 million
(2002 : HK$752 million), representing an increase of 6.4% over the same date of
last vear: It is the Group's policy to maintain a healthy financial position.

As at 31 March 2003, the Group had short-term bank borrowings of HK$ 162 million
(2002 : short and long term bank borrowings of HK$225 million), representing a
reduction of HK$63 million over the same date of last year. These were mainly bank
facilities arranged at fixed interest rates, and used as working capital by the subsidiaries
of the Group. It is the Group's policy to consistently maintain a healthy financial

position and liquidity to meet the funding requirement of the Group's operations.
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