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Overseas Export Market

In the development of international household appliance market,
the management of the Group realizes that launching high quality
products to satisfy overseas consumers is an important element in
exploring overseas market and achieving the goal of market
diversification. In view of this, the Group aggressively developed
the overseas markets during the year by continuously enhancing
the quality and techniques of export products. Meanwhile, the
scale of technological research and development in export trading
and export product were also enlarged, thus giving rise to a stable
growth in export business.

During the year, in spite of the influence of economic downturn in
Europe and America, which led to fewer and delay of orders from
these countries, the Group's export performance remained
satisfactory. The total export volume of refrigerator and air-
conditioner reached approximately 380,000 units during the year,
representing approximately 26% increase over the year. Export
value reached approximately US$44,447,000, representing an
increase of approximately 12% against last year. Of which, air
conditioner business reached approximately US$22,252,000,
representing an increase of approximately 9%. For refrigerator
business, export volume reached approximately 250,000 units
during the year, increased by approximately 4% as compared with
the corresponding period last year. Export value reached
approximately US$22,195,000, representing an increase of
approximately 15%.

The Group has actively participated in influential international
exhibitions such as German Household Appliance Exhibition,
China International Household Appliance Exhibition, Shenzhen
International Household Appliance Exhibition and Guangzhou
Expo to enhance the Group's recognition in international
household appliance market and further strengthen the foundation
in exploring overseas markets.
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Overall Operational Performance

During the year under review, the Group underwent a fierce market
competition. In order to enlarge the market share, the Group
implemented stringent cost control and quality control and adopted
proactive market strategies. The Group was dedicated to enhance the
internal operation efficiency to achieve the goal of corporate growth,
which could further facilitate the Group's future development.

Stringent Cost Control

Since the technique and market of household appliances in the PRC
are getting more mature whilst overseas enterprises of electrical
appliances are also aggressively exploring the PRC market, the fierce
competition further lower the product prices. The Group believes that
the situation will persist in the coming year. Cost advantage is the key
to success in order to sustain in this competitive market. In view of
this, the Group further adopted cost control in the areas of production,
procurement, research and development and warehouse management.
The result was satisfactory. Furthermore, the Group achieved economy
of scale in purchasing by setting up a purchasing platform, the
refrigerator and air conditioner unit cost further decreased by 6%
during the year, on top of 8% decrease in last year, and this
strengthened the price competitiveness of the Group's products and
expand the profit potential.

Enhance Operating Efficiency

The aforementioned cost control measures are the keys to survive,
while the overall operating efficiency will be the enterprise's key to
success. In order to improve the efficiency of management and to
strengthen the sharing of resources and information, the Group has
cooperated with the renowned IT enterprise in the PRC, Legend
Holdings Limited, to implement the Enterprise Resource Planning
("ERP") System for the Group's air conditioner business. The current
progress is satisfactory and the initial phase of the implementation will
be completed in the first half of 2002. The operation will start after the
completion and the ERP System will be implemented to the refrigerator
business afterwards. In the meantime, the Guangzhou Municipal
Government has subsidized RMB 1,100,000 to the ERP System. The
setting up and implementation of the ERP System could improve the
overall corporate management standard and the dissemination of
information in production, supply, sales, procurement and financial
aspects. The System could also enhance the management's decision-
making efficiency and strengthen the Group's competitiveness.
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