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3. Application of Information Technology

The Group believes that effective resources management is the integral
part of the competitive strengths for a corporation. In order to accomplish
the objectives of reducing internal resources management cost and
increasing management efficiency, the Group has launched the ERP
within the air conditioner division in the second half of 2001. The ERP was
subsequently implemented on 1 April 2002. After achieving successful
results, the ERP will be extended in other divisions of the Group. The
move will increase the overall efficiency, lower cost and enhance
competitiveness. Also, the Group will keep a close eye on the
development of e-commerce. It will study the interactive relationship
among distribution network, logistics delivery as well as e-commerce. In
addition, the management team will enhance the online business
functionality of the Group's website with an aim to build the solid
foundation for implementing e-commerce business in the future.

4. Capital and Financial Operation

Currently, the competition in the PRC's household appliance industry is
intensified. It is a macro trend for the industry to undergo merger and
acquisition amongst its players. The management team of the Group will
closely monitor the development and will seize the opportunity to expand
the scale and market share of the Group. In addition, in view of the low
interest rate for the borrowings in the PRC, the Group will continue to
maintain its treasury policy in order to reduce financing risk. The Group
also will adopt prudent capital and financial measures in accordance with
the business development.
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5. Cost Control

In view of the keen price competition in the household appliance market,
effective cost control measure is definitely the key to strengthen market
competitiveness in order to increase profit. Therefore, the Group will
continue to adopt stringent cost control in order to enhance its cost
advantage. Also, the Group will capitalize on the information management
technology to increase responsiveness of every management level within
the Group to cope with the market changes. On the other hand, the
Group will implement various measures such as strengthening internal
management, effective resources management, reducing of excess
wastage and cost effective scale of production to increase profitability.

6. Establishment of Corporate Culture

The management team believes that the entry of the PRC into the WTO
will bring about immense cultural impact when the East meets the West.
Subsequently a sound corporate culture will be a key factor to the success
of the Group when entering into competition with international enterprises.
With reference to the Group's business development, the Group will
continue to adjust and establish a set of corporate values and behaviour
codes, which echo with the Group's long-term business objectives. The
Group's management team intends to cohere employee's thinking with its
corporate culture through different programmed activities, providing a
solid foundation for the Group's future development.
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