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OVERVIEW

For the year ended 31 December 2002 the Group recorded
a turnover of approximately HK$710 million which represents
an increase of 26% as compared to the corresponding figure
for the year ended 31 December 2001. The gross profit for
the year under review was approximately HK$100 million
as compared to approximately HK$72 million for the previous

year.

SEGMENTAL INFORMATION

All of the Group’s turnover and contribution to results were
derived from the design, manufacture and sale of telephones
and related equipment. Our existing product range includes
corded telephones, cordless telephones, DECT and other
telecom products. DECT products accounted for
approximately 49% of our turnover for the year under review,
up from 15% in the previous year. DECT will continue to be
an important driver of our growth, as the European market
not only sees natural growth in demand for telephone
products but also looks to replace existing cordless models
with the DECT models. During 2002 sales of cordless
telephones amounted to 40% of the Group’s turnover, sales

of corded telephones amounted to 8%, sales of other

telephone products amounted to 3%.

Our customer base continues to comprise prime telecom
operating companies and telecom product distributors in
Europe and Asia Pacific. Customers in European countries
accounted for approximately HK$628 million and Asia Pacific
region accounted for approximately HK$82 million of the

Group's turnover.

MANAGEMENT DIScUSSION
AND ANALYSIS
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LIQUIDITY AND FINANCIAL RESOURCES

Pursuant to the restructuring of the Group effected on
September 1999, secured convertible notes with an aggregate
principal value of approximately HK$39,563,000 (the
“Convertible Notes”) were issued by the Company. At 6
September 2002, the term of repayment and other terms of
the Convertible Notes were modified pursuant to an
agreement entered into with the Group Bank Agent acting
on behalf of the holders of the Convertible Notes. Upon
implement of the modification, out of the total outstanding
principal amount of approximately HK$27.6 million, HK$12
million and HK$15.6 million were required to repay in

September 2002 and September 2003 respectively.

At 31 December 2002, principal of HK$12 million had been
repaid and the Company had outstanding Convertible Notes
with an aggregate face value of approximately HK$15.6
million which were redeemed by the Company on 10 March

2003, 6 months earlier than scheduled.

As at 31 December 2002, the Group had net current liabilities
of approximately HK$6 million, total assets of HK$163
million and shareholders’ funds of approximately HK$16

million.

As at 31 December 2002, the cash balance of the Group
stood at HK$15 million included $0.8 million being pledged

as security for purchase on behalf of customers.

PLEDGES OF ASSETS

As at 31 December 2002, the Group has pledged a bank
deposit of approximately HK$0.8 million to secure credit
facilities granted to the Group. All the Company’s assets and
its entire equity interests in nine wholly-owned subsidiaries
were pledged to secure the Convertible Notes which will be
released following the repayment of all convertible notes by

the Company in 10 March 2003.
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GEARING RATIO

The Group’s total bank borrowings as at 31 December 2002
was approximately HK$53 million (2001: HK$29 million).
Out of this, approximately HK$37 million (2001: Nil)
represented advances drawn on trade receivables with

insurance coverage.

At the balance sheet date, the gearing ratio of the Group is
0.96 (2001: No gearing ratio due to negative total equity)
which is calculated based on the Group’s total bank
borrowings of non-trade finances nature of approximately
HK$15 million (2001: HK$29 million) and the Group’s net
shareholders’ equity of approximately HK$16 million (2001:
negative HK$17 million).

INVESTMENTS

There is no material acquisitions and disposals of subsidiaries

and associated companies in the course of the current year.

CONTINGENT LIABILITIES

The Group has outstanding guarantees of approximately
HK$75 million to secure general banking facilities granted

to a jointly controlled entity.

EMPLOYEES

The group’s emolument policies are formulated on the
performance of employees with reference to the market
condition. The board may exercise its discretion to grant share
options to the executive directors and employees as an
incentive to their contribution to the Group. During the year
under review, the Group had granted a total of 9,350,000
share options to the employees in accordance with the share

option scheme adopted on 23 May 2002.

MANAGEMENT DIScUSSION
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