CHAIRMAN'’S STATEMENT

DIVIDEND

The Board of Directors recommends a final dividend of 4 cents
per share be paid in respect of the year ended 31 December 2005.
The proposed final dividend will be payable on 13th June 2006,
subject to approval at the Annual General Meeting, to
shareholders whose name appears on the Register of Members of
the Company on 23rd May 2006.

BUSINESS REVIEW

The Group achieved both record turnover and profit attributable
to shareholders for the year 2005. The Group’s turnover and profit
attributable to shareholders were HK$4.6 billion and HK$180.6
million, representing an increase of approximately 8% and 47%,
respectively compared to last year, mainly because of the growth

in business of the OEM Manufacturing Division.

Trading and Distribution (WKK Distribution)

Following record sales in 2004, the Group’s Industrial Products
Trading Division registered sales of HK$1.8 billion for the year of
2005, reflecting a decrease of 11% as compared to last year as
indicated in the last Chairman’s statement. However, operating
profits only dropped slightly in 2005 compared to 2004 due to
sales mix. Driven by the growth in the high-end electronics market
in Taiwan, the demand for the more sophisticated product ranges
distributed by the Group’s Taiwan operations (TKK) was very
strong in the first half of 2005. Although demand decreased
slightly in the second half of this year, the operating profit of the
TKK improved 28% for the whole year in 2005. The Group
continues to hold approximately 67% of TKK, which has been a
public listed company in Taiwan since June 2005. All other
operations of the Division continued to contribute positively to

the Group’s profit.

Manufacturing (WKK Technology)

Following an excellent performance in the first half of 2005, the
Group’s OEM Manufacturing Division continued to perform well
in the second half of the year. This was attributable to the Group’s
continuous efforts in offering value-added and leading technology
industry services to our customers and maintaining a high degree
of production flexibility. The Division received the Global SMT &
Packing Magazine for Global Technology Award 2005 this year.
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Yamaha YG200 Surface Mounter
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FINANCE

The Group has committed bank and other financing facilities
totaling HK$1,721 million, of which HK$684 million were drawn
down as at 31st December 2005. As at 31st December 2005, the
Group’s consolidated net borrowings amounted to HK$466
million and its shareholders’ equity amounted to HK$832 million,

resulting in a gearing ratio of 56%.

The Group obtained a HK$380 million four-year syndicated loan
in April 2005, partly for the purpose of refinancing the previous
syndicated loan and partly for general working capital
requirements. The Group’s liquidity has been further improved

by positive operating cash flow this year.

Most of the Group’s sales were conducted in the same currencies
as the corresponding purchase transactions. Foreign exchange

contracts were used to hedge exposures where necessary.

HUMAN RESOURCES

As at 31st December 2005, the Group had a total of 5,913
employees, of whom 278 were based in Hong Kong, 5,399 in the
PRC and 236 overseas. The remuneration packages of the Group’s
employees are mainly based on their performance and experience,
taking into account current industry practices. In addition to the
provision of a provident fund scheme, medical allowances, in-
house and external training programs are also available to
employees. Share options are granted to eligible staff whilst
discretionary bonuses are paid to employees according to the
performance of the individual and the Group. The remuneration
policy and packages of the Group’s employees are reviewed

regularly.

PROSPECTS

With the Group’s continuous endeavors in widening product
ranges to cater for market trends, it is expected that demand for
the products distributed by WKK Distribution and TKK will
continue to be strong for the coming year although market

competition will remain tough.
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Following the record sales for the Group’s OEM Manufacturing
Division in 2005, it is expected that more production orders will
be secured in 2006 primarily due to the Group’s strength in
providing its customers with high quality service and production
flexibility.

The Group’s OEM Manufacturing Division was awarded the
industry standards of ISO 13485 Quality Management System for
Medical Devices and ISO 16949 Quality Management System for
Automotive Industry in early 2006, as a result of the Group’s
continuous efforts in advancing its technology level. The Group
also plans to increase its investments in appropriate production
equipment and production capacity this coming year. The
Directors believe that such achievements and additional
investments will help to bring more business opportunities and

lead to increased profitability in the near future.

WKK Technology has successfully secured some automotive
business and expects that this business will grow in the future. We
are also working closely with our targeted customers for medical

products business.

For the purpose minimizing the impact of possible avian flu, the
Group has set up automatic temperature checks for all visitors
and workers who enter our factory premises. The factory has also

reserved separate rooms for possible affected workers.

On behalf of the Board, I wish to thank all employees for their
loyalty, support and hard work throughout the year.

By Order of the Board

Senta Wong
Chairman
Hong Kong, 11th April 2006
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