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BUSINESS SUMMARY

The Group's consolidated loss attributable to shareholders
for the year ended 31 December 2005 was HK$1.25 billion.
Consolidated revenue declined 10.6% to HK$3.7 billion from
the comparative period last year of HK$4.13 billion.

Home Entertainment revenue for the year declined 23.7% to
approximately HK$1.73 billion from the comparative period
last year due to competitive pressures and a changing pattern
in demand by customers in the global market. As the division
worked to focus on new product initiatives, the result for the
year was a loss of HK$705.3 million, which included a
significant provision for impairments in the value of inventory,
receivables, fixed assets as more particularly set out in the
Chairman’s statement and the notes to the accounts.

In-car Division revenue was flat in comparison to the previous
year at HK$2 billion. The contraction in margins reported at
the end of 2004 continued during the year, resulting in a
realignment of resources and a focus on improved earnings
from sales to the OE markets. The result was a loss of
HK$469.5 million after making similar provisions to those
referred to in the Home Entertainment Division in the previous
paragraph in connection with this strategy.

From an assessment of the resources required to earn
significant margins from the activities of the Networking
Information Division, it was decided to concentrate on the
change in strategic direction being engineered in the Home
Entertainment and In-car divisions, with the result that revenue
declined 43.5% from the previous year, incurring a net loss
of HK$2.8 million, 53% narrower than the previous year.

LIQUIDITY, FINANCIAL RESOURCES
AND CAPITAL STRUCTURE

At the end of the 2005, the Group had a net deficiency as
regards shareholders’ fund of HK$497.8 million. The
circumstances relevant to the Group's present and future
working capital resources and general liquidity have been
fully detailed in note 2.1 to the financial statements.
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CHARGE ON ASSETS

During the year, the Group granted an all monies debenture
by way of fixed and floating charges over the entire assets
and business undertaking of the Group to secure working
capital facilities from banks pursuant to the standstill
agreement as referred to in note 2.1 to the financial
statements.

CONTINGENT LIABILITIES

The contingent liabilities of the Group as at 31 December
2005 are set out in note 37 to the financial statements.

EXCHANGE EXPOSURE

Sales and purchases of the Group are mostly transacted in
US dollars. The Group considered its exchange exposure well
managed through the current Hong Kong/US dollar peg.

EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2005, the Group had approximately
13,100 employees in the PRC, Hong Kong and the United
States of America. Remuneration packages are generally
structured by reference to the prevailing industry practice,
individual performance and market conditions. The Group
provides employee benefits such as year-end double pay,
provident fund, medical insurance, training and discretionary
bonuses. The remuneration policy and package of the Group
are reviewed from time to time.
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