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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW

The turnover of the Group for the year ended 31st March, 2005
recorded an increase of approximately 26.7% as compared with last
year. Approximately 99.3% (2004: 100.0%) of the turnover in respect
of the provision of engineering system contracting services was
attributed to optical disc manufacturing systems. The remaining
portions were attributed to theme park show and intelligent traffic
management systems. Due to the outbreak of the severe acute
respiratory syndrome in mid 2003, many commercial activities
relevant to all business sectors in which the Group has been engaged
in were immobilized, thus inhibited revenue contribution in the
preceding year. After the outbreak, the business returned back to
normal and an increase was noted as compared to previous year.

The gross profit margin for the year ended 31st March, 2005 dropped
slightly from approximately 12.1% in 2004 to 11.1% in 2005. It is
partly due to the decrease in gross profit margin in engineering systems
contracting projects resulting from the price competition among
competitors and partly owing to that the higher margin trading and
after sales service income had not picked up as fast as the growth in
engineering system contracting revenue.

The net profit margin improved slightly from approximately 5.3% in
2004 to 6.2% in 2005. The growth in net profit was driven by the
Group’s expanding business.

INITIAL PUBLIC OFFER AND USE OF PROCEEDS

With the dedication of all our staff, the Group was successfully listed
on the Main Board of the Stock Exchange of Hong Kong Limited on
10th June, 2005. The gross proceeds raised from the placing and
public offer amounted to approximately HK$66.0 million. The net
proceeds, after deducting the expenses paid/payable by the Company,
was approximately HK$49.6 million. Details of the Group’s intended
usage of the net proceeds are disclosed in the prospectus dated 27th
May, 2005 issued by the Company (the “Prospectus”). Up to the date
of this report, approximately HK$15.0 million of the net proceeds
has been utilized for the repayment of a monthly renewable revolving
term loan as described in the Prospectus. The unutilized net proceeds
have been placed as short term bank deposits.

CAPITAL STRUCTURE

As at 31st March, 2005, the Group had a net asset value of
approximately HK$59.4 million (2004: HK$25.6 million), comprising
non-current assets of about HK$4.4 million (2004: HK$5.0 million),
net current assets of about HK$55.4 (2004: HK$21.4 million) and
non-current liabilities of about HK$0.4 million (2004: HK$0.8
million).
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LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations through a combination
of shareholders equity, internally generated cash flows and bank
borrowings. As at 31st March, 2005, the Group had cash and cash
equivalent of approximately HK$23.0 million (2004: HK$28.8 million)
and total interest-bearing bank borrowings of approximately HK$53.4
million (2004: HK$27.3 million), of which approximately HK$53.2
million (2004: HK$26.8 million) are repayable within one year and
the remaining HK$0.2 million (2004: HK$0.5 million) are repayable
beyond one year. The Group’s current ratio was 1.2 (2004: 1.1) and
the gearing ratio (a ratio of total loans to total assets) was 18.4%
(2004: 13.3%).

CAPITAL COMMITMENTS
As at 31st March, 2005, the Group had no material capital
commitments.

CONTINGENT LIABILITIES

As at 31st March, 2005, the Group had contingent liabilities in respect
of performance bonds and letter of guarantee issued by banks in lieu
of projects undertaken by a subsidiary amount to approximately
HK$1,339,000 (2004: HK$Nil) and HK$195,000 (2004: HK$Nil)
respectively.

MORTGAGES AND CHARGES

As at 31st March, 2005, the Group had outstanding mortgage loan of
approximately HK$0.5 million, for which the office premises of the
Group is charged.

EMPLOYEES AND REMUNERATION POLICIES

As at 31st March, 2005, the Group employed a work force of 75
staff. Remuneration for employee including medical benefits and staff
quarters which are determined based on industry practice, the
performance and working experience of the employees and the current
market conditions. During the year, the total staff costs amounted to
approximately HK$18.6 million (2004: HK$17.4 million).

The Company adopted a pre-IPO share option scheme on 30th March,
2005 for the purposes of providing incentives and rewards to eligible
participants who have contributed to the success of our operations.
As at the date of this report, 15,000,000 pre-IPO share options were
granted under the scheme. Details of the grantee are set out in the
Prospectus.

MANAGEMENT DISCUSSION AND ANALYSIS

EEE R DA

RBESRMKER
AEEMNEETERREES  ABPELEN
RemeRETEERNT RZZTZRF=
A=+—H AEENRSRRSEEDY
£ 23,000,000 T (Z 2 E M F
28,800,00087) - HEBITEERBENA
53,400,000/ 7t (ZZZ W4 : 27,300,000
BIL) 0 EF4953,200,0008 T (ZEZ
F :26,800,000870) AR —FREE &%
T#7200,0007% 7T (ZEZM4F : 500,000/8
JO) B — i&@z AEEMRELEA
12(Z22WMF - 1.1) §$ﬁﬁm$@@
ﬁ%%uﬂﬁfm&YJWEm4%(
PO4E : 13.3%) °

EREIE
RZEERF=ZA=+—H AEHETET
A ERE RAEIE -

FREE

RZZEZTRF=A=+—0 A£EEHD
B 4751,339,0008 L (ZEFWNF : &) &
195,000 7L (ZZ T M4 - ﬂ)mﬁiﬁ%
RREBT— B ATETHIRE LR
FEMAELRERE -

mERARE

RZZEERF=RA=+—H  AEEKE]
BB F 4 £500,000% 7T EZ%ﬁw}M
KEBEMBHRAEYEERF -

B THHFMBUR
RZEERF=-R=+—H AEEHLER
J5HET - BEIFMeERERMNRELTRE
& DIRBEEFEN  BINRRRIEL
BREZERANTMAETE - FRETLEKNENA
18,600,000/ 7L (ZEZ M4 : 17,400,000
/;\35713) °

$ AER-ZEERAF=R=1THEHKEKX
NABEHBRENE - BEXAREBK
WWﬁaﬁmAéh/ﬁﬁ TRt S L 4%
R AHERM  ZHEBERL
15,000,0000% B IR NGB SRR MR AE o A
AZHBERERER -




Annual Report 2005 =& T H F F 3

MANAGEMENT DISCUSSION AND ANALYSIS

B R EE DA

FOREIGN EXCHANGE EXPOSURE

The majority of the transactions of the Group are denominated in
US$, EURO, and JPY. The Group has not entered into any financial
instruments for the purpose of hedging against foreign exchange
exposure involved in the Group’s operations. However, the Group
monitors its foreign exchange exposure by matching the timing of its
trading receipts with payments. The Group also matches its selling
currencies with its purchasing currencies.

PROSPECTS

While DVD disc writer has already become a major and generally
affordable component of personal computers and home entertainment
appliances, the Group is looking forward to a vigorous growth in the
demand of DVD recordable discs in the coming few years. Since the
applications of DVD recordable discs are unable to replace all the
applications of CD recordable discs completely, the Group is
confident that the combined demand of CD and DVD formatted
discs will still follow a positive growth track in the coming few
years. Accordingly the Group is anticipating a stronger demand in
optical disc manufacturing systems in the second half of the coming
financial year.

A number of countries or major cities in South East Asia and Greater
China have determined to upgrade their radio and television
broadcasting from analogue systems to high end digital systems within
the coming decade so as to enjoy the advantage of more efficient
use of their radio frequency bandwidths. Having spent years of effort
and research resources in up-keeping ourselves in advanced Digital
Audio Broadcasting (DAB) and Digital Video Broadcasting (DVB)
technology, the Group is optimistic about capturing more business
opportunities than the previous years.

In addition to theme parks, the Group’s credential enables ourselves
to bid for venue systems suitable for used in other mass entertainment
applications, international sports events, world convention and
conference, and expos. The Group maintains the view of substantial
achievements in this business sector to be crystallized in the coming
few years.

As a small and new comer to the air traffic control system industry,
our professional colleagues had already obtained encouraging
recognition by most of our potential customers. Reckoned from
voluminous public tenders issued by civil aviation and airport
authorities especially those of mainland China, the Group looks
forward to some major breakthrough in this business sector in no
time.
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