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N2 NOTICES i

i Beraade =ik Mvieed lashekir}
{Stock code : 303) .
ANNOUNCEMEN'T OF ANNUAL RESULTS
FOR THE YEAR ENDED 318T MARCH 2007 !
~ CONSOLIDATED CASH FLOW STATEMENT
PERFORMANCE HIGHLIGITS For the yeu ended 318t March 2007
— Record revenue and prafit 1007
—  Group sevenue increased by T1.5% to US31.463.8 million. Note USS millisn UsS$ million
—  Piofit atw butable to sharehulders rose by 42.0% o US$182.8 mitlion Crperating activitles
—  Nel profit masgun expanded 1.8% points 1o 12.5% Crperating peofit te40 1362
— Net cash, afier special dividend of US$71.7 million, rose to US$246 5 million Cepreciation vhrusﬁ Jand : I;i l;&"
A o hald lam B 3
— Finnl devidend of US$1 0 cents per share, tatal dividend per share for 1be year (include tpecial 1038 on dizposal of langible “,:“’ b] 13 a6
dividemts of US30 0 cents) up 150 0% Fecreayel(i in stocks "7 96}
Licrease in debtors and prepayments {195} (19
The directors of VTech Haldings Limited {“the Company™ anncunce the results of the Company and 318 ([decreaseMincrease in creditors and accruals {11.2) 364
aubsidiaries (“the Group™y and associates for the year ended 315t March 2007 togeber with the comnparative ©  ([Decreaselincrease in provisions (1.4} 8.1
figures for Ihe previous year as follows:
1
CONSOLIDATED INCOME STATEMENT Cach geoerated fram operatiems 1e? s
Far the year ended 31 st March 2007 Tuxes paid asn (106)
. 1007 2006
Note US$ million. USS million et cash gemerated from spersling setivities 1893 1762
Revenue 2. 14638 1,204 .6
! h 1 tlng activithe
Cast of gales $214) (7579 ovestinpartivities
Proceeds from dispessl of tangible essets [ 0.2
Grass profit si0e 467 purhase of ngible asscts oL (315
Scllmg and distnbution costs {111.6) 2092) Purchase of leaschold fand payments I —(M'
A istrative and other operating exp {61.1) 61.0) 37. 1%
Research and devel e “52) @) Net eash used In investing activities 37.9) (3.9}
Operating prafit 1%} 1940 t362  Financing activities
Net finance incone 75 19 :
y . . Ntt repayment of borrowinga - [1F1)
Share of results at associales - - P'M l‘ru}n issued shlrtsupun - N
Profit before 1axation 1.8 Mo excreise of share options g 3.
Taxation 4 (In6) {13y Proceeds from issued shares wpon
—— B =xercise of warranls - 1]
Frefit aftributabie te shareholders 1319 1288 Dindends paid 5 (1550 (2.1
Interim dividend 5 25 143 Net eash used in Mnancing sctlvities {134 (260}
Special fividend 5 na? -
Fimal dividend s 280 621 Eflect of exchange rate changey 6.7 0z
F"‘B"'“ pec share (US etats) s 766 49 tnereare is cash and cash cquivaleats (X 1ss
= pasic - . Cash and cash equivalents a1 beginni f the year 414 1239
= [Mluted [ 75 54,3 v eaquivalents 2t beginning of e
CONSOLINATED BALANCE SUERT Cash and cash equivalents s end af the year R L~ S
As at Jist March 2007
Analysis of the balance of cash and cash equivalents
2007 2006
Note USS$ mitdion USS miliien  Cah at bark and deposits 146.5 242.4
Nam-current avsets CONSOLIDATED STATEMENT OF CHANGES IN SHAREKOLDERS' FUNDS
Tangible assets 8.4 646 For the year ended 3151 March 1007
Leasehald land paynients 3 37
Deferred tax assets 55 5. 2007 2006
Investinems 0.2 0.2 Note USS mitlion. US$ miltion
278 6 Shareholders® funds at 151 Apl 6.2 2033
Current asets Ex:n:sst of share options 0.4 132
Exercise of warrants - 3}
Stocks 14 1318 Reslisstion of hedging resceve 4.0 (PR3]}
Debiors and prepayments 7 203.4 1836  Fair value (Tosses)igains on hedging during the year {4 33
Taxalion recoverable 16 1.8 Carital reserve on enployee share option scheme 1.2 (%3
Cash 2 cash equivalents 146.5 2434  Exchange traashation differences LE] (PR3]
575.6 561.6  Nei gains and (losses) nal recognised
i i %5 4
Current liabilities it the income statenwent 16
Creditors and accnuats g (256.5) (267.7)  Provii attnbatable v sharchobders 1819 1288
Fionssions (479 ¢49.3)  Div-dends approved and paid during the year H (155.3) (42.3)
Tavation payahle 1.5 {7.9)
Shareholders’ funds af 1zt Aarch 3413 306 2
(159 0249} ° — r—
NOTES TO THE FINANCIAL STATEM
Net currens nsseis 159.7 236.7
I EBxiselprepaniine
Toral gsgets leas current Habilitkes TS 303
Financist have been preparcd in sccordasce with [micrastional Minancial Reporting
Non-curreni liabilities ds {"IFRS™) g by the Standards Board IFRS includes {mlcrnatonal
= Standants ("1AS"} and reluted Inter _These financul alm comply with the disclosure
Deferred lax fabilitics .0 requirements of Ihe Hong Keng Companies Dudinance and the applicable disclosute provasions of the Rules
—— Goverming the Listing of Sccurilics on The Stock Exchacgs of Hong Kong Lamwtod (the “HK. 1Lisirg Rules™] and the
@) Bernwds Comparses Act 1981,
Net assets 30%6.2 e #eeaunting policies have been consistently spplied by 1he Gioup.
Copital and reserves L Segmrnt Information
Share captal %) 1.9 tevemue reprosents hwmover of the Groug derived from he amounts recerved and reccivable for sake of goods and
Resecves 34 2943 rendering of scrvces ta third partes
Shareholders” funds 1433 1062 The pnn::pal uuuz':l lhrge:p i lhe[:l;i‘y:ﬂl‘n:u;:xlm and distnbution nf w::luc::':mx products The
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Primacy reparting formai - buslness segaients
Year ended 315t March 2007

THecommunication (Mver
and chectrenk producis activitres TInial
USS mitliea UST miltion USS williea
i Segmeni revenme 1,461.8 — [EE ]
Segmeai resalt 1933 -
Unallpcased compornie income
Optruting profit
Net [inamce incowie
Prefit brfere tanailan mis
Taxwimm (108
Profit atteibuiable 18 thareholdens 1y
it Segment assets 4618 °w 4451.7
ASCEN - LX) .l
Urallocated agsety e
Tetad masety A
Scgment fisbilitics ™8 [ A 7.1
Unaflocated lisbihiica iy
Total ilabitities Ja.l
i Capiul h
and tiher men-cesh elp!liﬂ
Caotal expenditie e [ R
Depeeciation 2.4 .
Amortisation of leasehold land payments [ 2] -
Othet non-cash expenses 24 [}

The Group evatuates the performance and atkocates (esoWnoes 10 M operating segmonts There are no sales o
transactions beeween the business seginents Corporrie adminisirative costs and assels are noi alloceicd to the
optraling togments.

Segment sdacts comsest primanly of tacgible aracts, stocks, receivables and optmating cath. Segment lainlities
comgrise operating liabwlitics and exclude dam much as taxation Capital expendilere contpi ies sddimions 1 moukds,
mwchinery and equipment, and other assets.

Primary repartiag fermat - business segmenty

Year caded 3148 March 2006

Tefecommunication (icher
and electromc prodocs sctiviues Total
L3S million. USE muliion US$ million.
i Segment reveaue 1.201.7 0¥ 1,204 6
Segurent riult 1382 01 1314
Unsliocated corporaic evperacs 2.2}
Opersting preflt 11862
Net finance inconse 19
Prafit Lefare tavatled “a
Tazaton iy
rafit dirilutable te vharehalders 1248
M Segment sorens i ot 4“an
Ansociatey - oi . al
Unallocaied assety 1850
Tddl arety 6352
Segment lial M0 s M9
Unalloested liabihtes . i
Tatal trabititees ng
il Caplad crpenditure, deprectatlon, amertiaatlon
aad sfker nen-cash £1peney
Capital expenditare 1na a1 an
Uepreciation 185 K] 194
Amortization of feaschold land payments ol - ot
won-Cash cxpenses 13 16 139

Sccandary reparting farmat - prographical tegments
Althaugh the Group's bussniess segmenia are managed on 3 worldwxdc basis, they principally epecate in ihe following
peographical srear

of ek icsaon and eloctronic producta

Nenih Amereca + the op are pril the sake and
Encope - the operationy are principally the sale and distnbutian of tedecommunication and cleclonic products.

Asin PRcufc - the Group 13 hesdquartered in the Hong Kong Special Administrative Kegion and the Groups princapal
manutactrng operalsn are locatcd an mamland China

Year ended Mst March 2007

Al

Esrepe Pacilic Taeal

USSmillion  USS million LSS willion USS mitliom

1 Rovenwe 03 s LN 14630

Operating polin 1053 758 41 198

i Total axscts 1140 n.s A6k 6634

‘otal habuhitics .5 s Hsa 301

i Capaal expendiran 3 (3] L13 - il

Ieprecitum té [X] LK - 1.2

Amartiation of [eatchold {and papiets - - 0 - 1]

Cxhes nou-cash expeines 2.4 I 114 - 8
Year ended 115t March 2006

North Atia

Anerea Eumpe Pacific Inbers Total

USTrmellion  USS milhon  UST mulliok  USS itullioa USS mallon

i Revenue &67la 4578 01 221 L

Operating profi () 554 34 52 1362

w Towl asscn e . 4498 1% 6351

“Todal habulitees 61T 356 Weh 16 ;o

Wi Capital eupenditure 06 a6 »9 - 121

Deprec:ation 17 [ (31 ) - (LX)

Amonszuan of rasehold land paytinents - - ol - 01

Orher non-cash expenses 3 14 94 - 3%

3. Operatlng profit
Th: aperating profil is arrived ol after charging Lhe Eallowing:

007 1006
USS milliam USS mullion
Dcwecisiom charges
~asmned srscts Mn2 19
~—fcaved szscts - ni
Amrorti f icasshold Lland p [ 1] L]
Lots on duposs) of tsngible un:u 1.3 X}
4. Taration
lea? 2006
USS mlilisn USE millioa
Current tax .
- Hing Kong 149 s
-Oreren 19 [ "]
Under-provision in sespect of priof yeary
=Qversens o Q.5
Defizred oy
= Origeaation and reversal of temporary differences 10.) 0.ty
(1 X7 1.3

Tan 1m profa hes been calculaied of the rates of iling in the countrics in which the Gromp aperatey

5. Divildends

. kL r 2006
USS millien USS million
Inten dividend of US9 @ cents (2006, USS.0 eents) per share declared and paid piE 141
Special dividend of US30.0 centg {2006 Mil) per share declaned wad paid " -
$3.2 14.}

Final dividend of US4 | & ccmts (2006: U524 0 cente) per share
reposed after the balance shect drte - ”ne 62.1

The I nai dividend proposed after ihe balance sher date hay nax been recagnised o5 2 Jizbiliry s the belance sheet dme.
& Earsiags pur share

The calculations of basic and dnlu{ed earningd per sharc are based om thg Groap profil stuibutable to sharcholders of
LISE1H2.9 rrillion (2006; USSi 288 mullon)
The besic earmings pes shire is basod on the weighiod average of 239 0 muliion (2006 214 ¢ mitlion) ordinary thares
w isnue duning the year. The diluted carnings per share i3 based on 241 & million (2006, 2356 % melson} ardwnary charcs
which is the weightod average numbss of ordinary sharce in s dwing the year afier sdjusting o+ 1he number of
ibrlive poteslial ordrossy theres mnder the emnplover share oplion scherme.

7. Inhiers and gregaymenis

Al 3134 March 2007, 1otal debriars and prepaymenis of US1203 4 malison {J1at March 3006: 195131 § millioa)
includcy trade debiors of USS 174 7 million {) 1% March 2006: 1553181 ¥ wmallion).

An pgi1g anaiysis of nel lzade debtors by Irnnzsction date is a1 follows

1007 M08

USS millips USS rullson

0.10 days 16 .7
11-60cayr L 414
£1-90 cays me 37
> durs (1) 31
Total 178, 1629

" The nuararity of the Group salca is on ketier of credal and o opew credit with varying ierms of 30 4o 90 days. Cemtain
aptn caxdit ;aley are coversd by credit insusance of bank guarantees.

L Creditars und sccraabs

At JIxt March 2007, totat crediions and accrualr of USS256.8 milfion {3151 March 2006: USE267.7 million) inchudes
tradde crediiors of USE101.% miflion (st March 2006; US31 6.8 rmillim)

An aging ambyvis of rade creditors by transaction deic is as foflows

007 2006

USS mitliaw USS rmultion

0-10 dxyy s 514
3160 dayr %1 132
61-90 dayy 151 185
>0 days 113 127
Toa) i0l.% 168

DIVIDENDS

The Board of Directors has recommended the paymeni of a final dividend of US41 0 cenrs per ordinary
share payab € on 61h August 2007 10 sharehokders in respect of the year ended 3131 March 2067 whose
names appert on the register of members of the Comparry as al the close of business on Ird Augast 2007
subject to the: approval of the sharcholders of the Conpany st the forthcoming annial general meeting.

The final dividend will be pl:d in United States dotlars save that those sharcholders with a registered
address in Hong Kong will receive 1he equivalent amount in Hong Kong dollars and those registered in the
United Kingdom will receive the equivalent amount in Sterling beth caleulated at the rases of exchange as
quoted Ia the Company by The Flongkong and Shanghai Banking Corperation Linuled at its nid rate of
exchange prewailing on 23t July 2007,

CLOSIIRE OF REGISTER OF MEMDERS

The regisier of members of 1he Company will be closed from 271h July 2007 to Jrd August 2007, both dates
inchayive, during which period m transfer of thaces will be efecied

In order to qualify for the final dividend, all fers of shares ied by the relevant share
ceriflicates, must be lodged with the share registrars of tle Company no later chan 4 00 p.m., the local time
of the share registrars, oo Thursday, 26th July 2007

The principaf registrar is Butterfiedd Fund Services (Bermuda) Limited, Rosebank Centre, 11 iermudiana
Raad, Pembrcke, Bermaada; 1he branch registrar in the United Kingdom is Capita IRG Fic, The Registry, 34
Beckenham Road. Beckenham, Kent BRI 4TU, United Kingdom; st the branch registrar in Hong Kong is
Computershae Hong Kong Investor Services Limited, 46th rlmr. Hopewell Centre, 183 Queen's Road
East, Hong Kong.
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CHAIRMAN'S STATEMENT

All three of our busi ded revense i during the sal year 2007, resulting in revenue
for the Group reaching an all-time high. This, together with an improvement in operating profil margin,
nllowed us 1o achieve a secand straight yeae of record profit, The results demonsirate fhat we are reaping the
benefit of the hasd work put in over recent years to enhance our operations knd build 8 sobid foundation for
growth,

Resulls

Revenue for the Group increased by 21.5% over the financial year 2006 to US$1L4618 miltion. Profil
attributable to sharcholders rose by 42 0% 10 US$182.9 million, while camings per sharc increased by
39.5% ra US76 6 cents. With the Group's balance sheet renaining strong, the Board of Dircctors has
proposed 4 final diwvidend of US41 0 cents por shate. Together with the interim dividend of US? 0 cents and
the special dividend of US30 0 cenis made in celebration of the Group's 30th anniversary, this gives a lotal
dividend for the year of USBO 0 cents per share, 130 0% higher than the US32.0 cents declared for the
financial year 2006. :

Upevatlons

Following 1wa years af rationalisation a1 its LIS aperations, tbe tel ication products {TEL) business
regained its beadership position in the US cordless phone niarket. A rebound in sales in this market led to &
marked inerease in revenue lor the TEL buginess overall, while cantribution to 1he Groug continued 1o
imprave.

The gaing in North America were the result of the succets of the new product lines. The 5.8GHz phones,
together with thie AT&T 2. 4GHz products using peopriciary technology developed in-house, proved popular
with consumers and coniisued to win i more shell space from customers. -

Several hew models were introduced in January a1 the 2007 Consumer Electronics Show where our focus
was on innowative design and new technology. Our design capabilities were showcased by 1he Digital
Enhanced Cardless Telecommunications (DECT) 6 0 models, whose cutting-edge slim handscts were
excemtiomally well received. On the 1echnology side, we were able to show a cordless system with Bluetooth
connectivily and 1he infoPhone™. an [nternel enabled phone thai allows peapie lo check email and
miornution without the need to tusn of 4 computer.

As we noled at the interim, the Exropean markes had suffered from excess inventory, especially during the
Sirst hatf of the financial year, Hence, despite 4 pick up of sales in the secoad half over the Fiest half,
revenue from this nurket sall ded 3 decline as compared with the financial year 2006.

Revenue al the electrontc leaming products (EL P business reached an #tl time high a1 we saw sates growth
i all product mnges in all majar markets. The taditional ELPs performed especiatly well, with a double
digi sales increase. A tumber of new products helped boost sales, including Nitro Vision and a new linc of
interaclive animal character play se1s for toddlers, SmartVille. Pank Nitro Notehook was inclided in the
Tays “R” Us “Fabutous 15 The Best of the Holkdzy Season™ Tist, .

VSinile continued its success a3 a plarform based prodoct and eight new titles were added in the calendar
yenr 2006. VSnule Baby, argeting children between the ages of nine months and theee years old, was sdded
to the range. It appeared on the thelves in the first half of the financial year and nales have been
encouraging. V.Fiash, sinved a1 chitdren aged six and up, got off to 3 slower stan falkawing its latc launch in
September 2000,

The caniract manufacturing services (CMS) business achicved recard revenue for the third year in u row a3
we grew our sales with existing customers. Once again, the busincss outperformed Lhe globs Electronic
Manulacturing Services (EMS) market. The switching mode power supplies, professional andiv equipment
aird industrial prinling ¢ategor peri ¢ particzlary steong demand and marked growth was seen in
the US market.

The success of the CM5 busincss deémonsirales the attraction of & complete one-stop shop setvice from
design to cxecution and the very high quality levets achieved. Customer service levels improved further
during the financial year a1 we cut srder processing time significantly and again reduced the faidures per
million units ol ouljng (ppind

All three husincsses did well to counter cost pressures during the tinancial year despue high materish
prices, rising labour cost and overhcads in China, following the sppreci. ion of the R inbi. Greaier
econgmies of scale, a1 our production volunie has expanded, have igated these cost | and we
have been sbie o raise productivity throogh eficiency gains. The new phant at the city of Qungyuan in the
northern part of Chinas Guangdang province, to which we have began transferring some production, is alss
beginning ta niake a positive impact. .

(Chauges |o Directors

Our Deputy Chairman, Mr, Albert LEE Wai Kuen, retired with efect from 1t April 2007, He has been with
the Group since 1984 and | would Iske 10 cxpress my sincere appreciation 1o him for his valuable
coutribution aver two decades. He will comlinue io play a role 43 an adviser 10 the Group.

Fullowing Mr, LEE's setitenent, iwo new Executive Dircclors weie appointed in April 2007. They are
Mr. Edwin YING Lin Kwaa, Group Chicl Operating Officer and Mr. PANG King Fai. Group Chief
Technoingy Ufficer,

Omtlngk

The suceession of good results achieved in recent years testifics ta VTechy ability to develop sound
business stratcgies and execute them well, | beliese we have developed 3 solid fogndation for future
expansion. Despile the inties of the LS ¥, @ probable futher appreciation of the Renmzabi, a9
well 2% 2 continwed s in labour COS1S and COMPONENts prices, we expect 1o achicwe a similar Jevel of
profitability as int the (inancial year 2007. .

The rise in our production volumes has begun to put pressure on capacity and o casc capacity constraints
and realisg fusther cconomies af scale, the Group is adding manufacturing facililics. In the second quarter of
the Mnancial year 2008, 1 new factory butlding for the CMS business will open, increasing ity capacity by
samie 50% We also inicad to busld @ sccund factory at Qingyuar, to serve lhe growing needs of the ELP
business. .

We expect the positive niomentum at the TEL business to cacry into the Tinancial year 2008, Growth,
however, will primarily conse from Europe a3 the market continues to recover from the excess imventocy. The
North Arirérican busivess will be bard prossed to vepeas the similar growth cecorded in the Nuancial year
2007, as the business has alrcady rebounded frem a sales dechine and regained it leadership posttion in the
maket.

Dhespite this, our new madels with insovative designs and new technology will support profitable groweh in
North America. Thiough designs such ax the DECT 6 0 models, we wie successfully creating new product
categaries far retail customers. while 1echuologics such as the infolhone™ wilt enable us to explore new
distribution charmel such as service peoviders.

To add new avenues of growdh, the TEL business will develop 1he small and home ollice narket. Changing
desnographics. new work praclices and technologies ave made this a growth area, one that we have not so
Far addeessed as 2 distmet segmend .

Building on lis stiong position in Europe and incre: market shate in North America, the ELP businesa iy
epected 1o consinue to grow The addation of the Whiz Kid Learning System™ will enable VTech ta captuce
» position m the reading market. The VSmile ringe will continue to evolve and an enhanced V.Smile console
will be on the shelves in the Uniled Stares in August 2007, festuring a sing-zlong miceophone and writing
joystick. It wifh be joined by a new version of V Smile Pocket that features 2 microphone for pew games The
new version is alsa smaller, lighter and hence easier for children 10 carry. Eight new titles will be lsunched
in the extendar year 2007 as we expand the hibrary of cartridges.

Growth at the CM3 busi is exg d to mods a5 existing 3 mature and ncwer customers

only graduslly build up orders. Nonetheless, we are confident of once 2pain outperforining the EMS market,

which is forocast o grow in the high singlc digits in the calendar year 2007, We will confinue lo improve the

service we offer ta all customers and have set up a new tash force to examing any cosl savings (hai can be

on. -

Tapan, » market of great potential for the CM3 business, will be u focus for new busincss development. A

dedicaled Japanese client team has been set up, and we will reopen our sales affice there in June 2007,

Separate facilities are being sct up specifically for Japancsc elients, covering manufacturing, enginetring

and quality control,

Appreciation

{ would Tike to thank my fellow dircctors and alb safY for their efforts, which helped 1o make our J0th

anniversery & banner year.

Although we scc challenges ahead, we are taking etion 10 address specific itsuca, and with the glebal
still expanding at ar ble pace, b am confident that YTech is well positioned to achieve

further growth in the Minancist year 2008 and defiver good resuma for sharcholders in Lhe years ahead.

HREVIEW QF OPERATIONS

Telrcomnwusication Praducts

Revenue for the financial year 2007 at the TEE business rose |1.1% over the previous financial year ta

LIS$660 6 million and contribution to the Group improved further as the rebound that began in the first half

continued. The business accounted for 45.1% of Group revenue, against 49.4% in the previous financial

year. .

North America wa the key growth driver, For the Fnancial ytar 2007, reveaue in North Amevica increased

3y 26.3% to USS514.3 million, representing 77.9% of the total TEL revenue, against $3.5% in the Financial

year 2006, .

Fle comgpetitiveness of the TEL business in North America has g hened ing the rationalisation of

115 busincss opcrations two years ago, Beticr products, togeiher with enhaneed supply chain and channel

management resulted in market share gains in North America. The new 5 8611z cordless ghoney, together

wilh the AT&T 2.4GHz products using propeictary technology develaped in-house, were well-received by

\onsumery and ensbled VTech 1o win more shelf space from retail eustomers. .

'fo recagnise VTech's innavatéve rdcas, producty s pricing in growing Wal-Mar s busingss, we were given

{he “Supplier of Excellence Award" for the fourth guarter of 2006 in the Consumer Elecironics category in

February 2007

In Europe. a3 mentioned in the interim repori, (ha market had suffered from excess inventory, & tifuation that

*1ffected all supplicrs. As a result, despite a pick up of sales in the second hall aver the first half, sakes o the

segion for the financial year 2007 declined 25.1% over the financial year 2006 to US$126.2 milfien,
sccounting for 19.1% of folal TEL revenue.

Teo ensure growth i snainwined, throughout the financial year, we continucd fo ivest in the
tevelopment of new products and & number of exciting modeh were unvesded at the Consumer Electronict
S how {CES]) in Las Vegas in January 2007, where our focus was on innovalive destgn and new teclinology.
{hur design capabilities saw the unveiling of the Digital d Cordlcss Tele: ications
{DCECT) & & sysiem. Featuriag an uniquely thin, compact form factor, these phoies deliver & supeeior level
of intesFerence-free clarity, quality, security and range in a cutting-edge design.

E:ilding on its tradition of pionezring tochnology, VTech rounded out ity Intermet enabled and Bluctooth
enabled phoncs. The new Internet easbled phane, infoPhone™ ines standacd teleph [ q
Vol calling and personalized content delivery in a sleck design. It allows users o check e-mail mid bnlernet
deliversd content such a3 news, aports, westher and horescopes through the condless handser, without the
need 1o turn on & putet. R izing the i d p ion of Bl th crabled ceflutar phones, we
2/30 introduced an ATET cordless phone willh Bluetooth connectivity at alordable price paint. It has been
asilable since May 2007.

Elecironic J.earning Products

Fir the {insacial yeas 2007, the ELP business achieved recoed revenue, which increased by 26 7% as
enompared with thc financial year 2006 to USSS70.1 willion This was equivakent to 39 0% of 14al Group
revenue, as compared with 37.5% in he previous financial year,

The growth came across the board, with good perfonmances [rom atl product ranges. The traditional ELM's
reeorded higher sales growth than the V:Smile range, mainly driven by increased shelf space and an
expanded product portfotio.

Ravenue increases wers apparent in all markets, with particulzrly strong grawih in North America as Viech
continucd 10 gain shelf space in this market. Sales from the region rose by 20.2% 1o US5$281.2 million. In
E trope, revenue grew by 21.5% over the previous financial year 1o US$260.9 million and ¥Tech nuaintained
it;: leadership position i its principal inarkets.

In the financial ycar 2007, the ¥ Smile range entercd its third year of sabes. Sales of the basic censole and
scRware met inanagement expeciations. In Uk calendar year 2006, eight new tilles were added to the libracy,
bringing 1o & total of 33,

In addition ta the basie VSmile, the range was extended in the (inancial year 2007 Ihrovgh the introduction
of 1wo new platforms, the V.Smile Baby Infant Development System™ (VSmile Daby), aimed at children
frm nine months to three years old and the VFlash Home Edulainment System'™ {VFlashl, which Lasgets
thase aged six and up.

Siles of VSmile Baby have been particutarly encouragiag and in Seplember, it wna pul on 1ke Toys "R™ Us
2006 “Hot Toy™ list. Sales of VFlach were below management cxpectalions due to the late kaunch in
September 2006. Nonetheless, in October, V.Flash was named one of the Top 12 Tays of Christings aud
Huliday 200G by Wal -Mart.

Duvelaprent of new products and platforms continued and they wene usveiled during the toy fases im carly
W007.

The Whiz Kid Learning System™ (Whiz Kid), & new plaiform based product that ¢an be conpecied ta the
0 nputer, was introdueed to capmure the reading market. Whiz Kid lets children aged from thiee (o 3ix years
enjoy inzractive reading and learning activities wherever they go through 2 portable and touch-sensitive
11y tus. Children can choose from 40 activity pages. slide the page into the pad and watch it come alive wilkh
tere than 120 sctivitis
To refresh the original V.5mite, an enhanced console was intreduced oot rade, leaturing a sing-along
microphone and writing joystick. Further new soltware titles were wiveiled, as well as two additional
act essories that connect direetly 1o the conseles An interactive storybook, the: SmartBook '™ uics touch pen
technology to aclivale animated stories and gaines. while the Sman Keyboard™ oflers typing zod word
ganes.

Contract Manufacturing Services

The CMS business once again achieved excellent results, with revenue for the finaacial year wn?
increasing by 47.2% over Ihe financial year 2006 to US$213.1 millian, the third conseculive record The
buwiness aceounted for 15.9% of Group revenue, up Erom 13 1% in the previows financial year.

Tha business once again ouperforned the globat Clectronic Manufactucing Services (EMS) industry, whicl
grew by same 13.5%* during the calendar year 2006. Although socie new customers were acquired, the
grewah in revenue came primarity from existing custosess, especiatly in the areas of switching mode power
supplies, professional audio equipment and indwsirial printing Partscularly strong demand was experienced
Feo 1 customers in the United States and licnce 1his market grew its share of tolal CMS revenue markedly
troun the 29.5% recorded in the previous financial year.

* Sowrve: Manufocriring Market Insider - December 2008 rtsae
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Switching mode power supplies and p | audic d to be the leading product
categoties, accounting for 28 2% and 27.7% of lotal CMS revenue respoctively, followed by communications
products and home applances. Europe remained the leading source of revenue, representing 45 4% of toesl
CMS revenue, foHuwed by North America at 36 6% and Asia Pacific at 15.0%.

To'cope with the growing demand, the business added a now Cactory building af its existing plant in Lizobu
tawn, Dongguan city. The new facility will increase the capacity of the business by some 50% and will
begin operalions in the second quatier of the financiat year 2008,

While adding capaciy to cater for business growth, the business moved aggressively 1o counter the effects
of cost pressures. Alalevials prices rose sharply and unlike in previows years, the Group was unable 0 aifset
these cises through improved coutrac! terms with material suppliers Additional cost pressures came from
the continwed rise in the Renminbi and wages in soulhern China. These factors weze largely offset by

As at )13t March 2007 and 1006

All figees are in USS million onless stated otherwise 1097 2006
Cash 468 2414
Less: Txtal interest beating labilities * - -
Net cash position 1465 2424

As al 31st March 2007, the net cash increased to USS246.5 million, up £.7% from US$242.4 mullion m1 the
previous year-cnd. The Group is sbstantively debt. frec, extept for an insignilican! amount in 1he formn of s
Fixed-it teresi besring equipment loan which is denominated in Euro and repayable within two years.

Treasu -y Pollcies

The nbjectiva of the Group’s treasury policies is 1o manage its exposure to fluciuation in foreign currency

hy rales asising from the Groups global operations. It is our policy not to engage in tpeculative

cconormies of scale and improved productivity. Among the impror a realigs of p
cedweed the manufacturing cycle tisne, lowering overtime payments, electricity ption and equip e
downtime. N

Efforts were also made to improve service bevels, despite the surge in production volumes and eost controls.
Order processing ime was impraved by 50%. Outgoing quality levef, na measured by failures per million
units of outpul (ppmi, improved 1o within & range of 250 — 750 ppm. The business recesved four awardy
from its customers in the field of professional audia equip ications products and medical
product duting the financisl yesr 2007, in recognition of its outstanding service and the high level of
support given 16 the custoniers” businesa development.

REYIEW OF FINANCIAL RESULTS .

Revenve :

The Group revenue for the year ended Y1st March 2007 increased by 21.5% over the previous financial year
1o US$1,463 8 nullion an a result of an increase in reveave from ita three core busineases.

The TEL business recoded a 1 1.0% increase in revenue 1o US3660.6 million. This performance was mainly
driven by strong salc of $.8 GHz cordless phones and & range of ATAT 2.4GHz products using proprietary
technalogy developed in-house in the North American market, which helped increase revenues from this
marke! by 26.3% or US3107.0 million compared wilh the previous (inancial year. Revenue from the
European macker, however, decreased by 25.1% ot US$42.3 million aver the previous fMinancizl year
because the wrarket had suffered from excess inventory, a siczation that affecied all suppliers.

The GLP business had another excellent year with considesable growth in reveaue, achieving a 26.2% year-
on-year increase 1o USS570.1 million. The growth was attributable 1o good per from &1l ELP
product ranges. The growth in revenue from traditional products mnge was ially strong. The V.Smile
produgt range sl comtinued Lo grow. Salcs of the basic V.Smile met management expeciations, while the
introduction of the well-received ¥ Smile Baby in the first half of the financial year 2007 and the launch of
VFlash in fater part of the financial year, together with the rising sales of software drove sales higher
compared 1o 1he presious financial year.

For the CMS business, Ihe stsalegy of providing one-siop shop £MS service to small and mediwn sized
custommers continued (0 be successful, and the busineas achieved significant growth in revenue by 47.3%
aver Ihg previous lnancial year, reaching US$233.1 miflion. The growth came mainty from increased onders
from existing customers with demand particalarly sirong in the areas of switching made power supplies,
professional audiv equipraent and industrial printing cafcgories.

The Group's revenue from its three core businesses was: 45.1% fromn the TEL business, 39 0% from the ELP
business and| 5.9%5 from 1he CMS business

Naith America contiaues lo be the Largest nurket for the Group. Revenue from this maeket accounted for
60.2% of Group revenue for the Tinancial year 2007. Europe and Asia Pacific accounted for 34.1% and
3.5% respectively. This chauge in the relative contribution of Lhe threa regions mainly reflects the sates
increase from all of the Group's butinesses in North America, which more than offset the sales reduction st
the TEL business m Evrope while CLP and CM5 busi also achieved sate y growth in Earope.

Gross FoalicMargin
The gross profil for the Tinancit year 2007 was US§540.0 medlien, an increase of US$93.3 million
compared to the [I55146.7 million recorded in the previous financual year. Groas margin for the year
doclined stighily frem 37.1% 1o 36 9%, Although all butinesscs sulfered finm the nagative impacts of rising
labaur costs, high raw material prices and the appreciation of the Renminbi during fhe lnancial year 2007,
the Gioup was abic to maintain gross profit margia as L impl d 1o improve
operatinnal efficicacy amd raisc productivity.
Gperating Profitidlargin 5
The uperatmg profit for the year ended st March 2007 was U55194.0 million, an increase of US$37.8
million or 42 4% aver the previgus Financial year, The improvemenl mainly came from & significant
increase in groes rofil resulring from the overall growth in revenue at the thiee core businesses. The
operahing profil margin alss improved from 11.3% in the previous financial year to 13.3% in the financial
year 20007, A significant pact of the improvement was atiribuzable o ihe rebound ai the 1EL business where
its contribution 16 the Group continued (0 improve in the financial year 2007,
Selling 2nd distribution costs increased by 14.1% from US$209 2 million in the previaus financial year 1o
US$2IH 6 million 10 1he financial year 2007, The increase was mainly due 1o highe: spending on advertising
and prometianal acivitics w the ELP business. Royally paymeius to licensoes for the sse of popular cantoon
characters for cenais ELPs and V:Smile Smartridges atso increased which was in line with increased mles
of the ¥ Smile product range. However, sel and distribution costs as a percenlage of Group revenue
aclually decreased from 17.4% in the previous linancial year o 16.3% in the financial year 2007, owing to
i1 'S SucCess il maimAIning  tight contcol over operating cosis.
Administrative and othet operating expeuses increased from USS6 L0 million in the previows financial year
1o U$$62.2 nullicn in tie Tinancial year 2007, An exchange gain of USS3. | million was recorded under
adwinistrative amd uther operating expenses in the current financial yoar because of the appreciation of the
turo and ster ling against the 1S dollar. This contrasted with an cxehange loss of US$2.6 million recorded in
the previous finaarial year. Excluding the elfect of exchange difforences, the adminisirative and other
operating expenscs acreased by US$6 9 million compared to the previous financial year, partly duc 1o an

. Forward forgign exchange contracty are used ta hedge certain exposures.
Worklug Capital . . ’
A at Xst March 2007 and 2006

AR Figures are in LSS million untess stated otherwise 1007 2006
Stoeks . <1240 [LLE
Averege 50cks a3 2 perceniage of Geoip revenue 18% 10.7%
Turnover days &8 days 81 days
Trude deblors . 178.7 161.9
Avertge trade debtors 43 2 percentage of Qroup revenue 1% 11.5%
Turnover days &5 days 65 days

The stozk balance as ut 31st March 2007 decreased by 7.2% aver the balance &t 315t March 2006 to
US$124.1 miltion. The furnover days improved from 81 days to 63 days. The deerease ia stock level is
mainky (tteibutable to mn improvement in tupgply chain management s the TEL business. The trade deblors
balance a3 at 3tst March 2007 was USS178.7 million a5 compared to USSLAZ.9 wmillion in the previous
fioancial year. The wrnpver days were 65 days, 1he same as the previous financial year, The increase in trade
debiors xalance 83 at 3 gt March 2007 was mainty due 1o an increasc in revenie in the fourth quarier whea
compared with the coreerponding period of the prrvious financial year

Capltal Expenditure

Fot the 'vear ended 313t Macch 2007, the Group invested LIS$37.2 million in the construction of factory
buildings, purchsee of plant and machinery, cquipment, tomputer systems end other lzagible assess. All of
these capital expenditures were financed from internal resources.

Capltal Commitmenis and Contingencies

The Gro ap expects 1o invest spprovimately US$59 miflion on capital expenditure in the fimancial ytar 2008.
Besides normal capital expenditure for ongoing business operations, the new R&D centre in Shenzhen,
Guangdang provinge is under conatruction and is expected lo he completed by the ead of calendar year
2007, Tie Growp also intends to incur further capital investment for the conttruction of & second
manafacuring plant in the city of Qingyuan, in northern Guangdong province.

AIl of these capital expendilures will be financed from internal resources.

As of the financial year end dale, the Group had no material comtingencies.

Emplaytes

The average aumber of employces for the financial year 2007 was 28,200, an increase of 15.1% from
24,500 in the previous financial year. Employee costs for the year ended Jhst March 1007 were
approxin ately USS138 million, & compared to appronimatefy US5113 million in the fmancial year 2006

N CORPORATE GOVERNANCE FPRACTICES

VTech is committed fo maintaining & strong sysem of corporate govornsice 10 that all busiacss activitics
and decision-making can be properly regulated. Throughout the year ended 315t March 2007, the Company
has complied with all the code provisions of the Code on Corporsie Governince Practices of the HK Listing
Rules {the "Code"} and 10 a large extent, the recommended best practices in the Code except for the
deviation from code provision A.2.1 of the Cade.

Under cede provision A.2.4 of the Code, the roles of chairmar and chiel executive officer should he
separalz snd should nat be perfarmed by the saie individual. Mr. Aflan WONG Chi Yun hay lhe combined
role of Chairman and Groug Chief Exccutive Offices. The Board considers that this structare will aot ispais
the balatce of power and authority beiween the Board and the management of the Group a3 the
non-execulive directors form the majority of the Board of which four out of scven are independent. The
Board be ieves the appointment of Mr. ATlan WONG Chi Yun to the posts of Chairman and Groap Chief
Executive QTicer is beneficial to the Group as hie hat considerable industry expericnce.

The Bueard has ished an Audht C, i aR kan € and 2 ination C: ittee
with defined 1erins of reference whick are of na lesy exacling lesms thau those set out in the Code. Full
delatls on the subject of corporate governance are set out in the Company’s 2067 Annual Repocl.
PURCHASE, SALE OR REDEMPTION OF LISTED SIHARES

The Company has not 1edeented any of its shares during the year. Neither the Company nor any of iis
subsidiacizt has pirchased or sold any of Ihe Company s shares dusing the year

AU T COMMITTEE

The Audil Committee, compeising three independ ive direct is chaired by Mr. Raymaond
CHIEN Ko Fung wilh Mr. William FUNG Kwok Lun and Mr. Mickael TIEN Puk Sun as members. I has
been astablished to assist the Board in fulfitling it ibililies for (nancial g, Hisk
managem:ni and evaluatian of internal controts and auditing processes. 1 also ensues that the Group
conplies with all applicable Laws and cegulations.

Mr. Raymad CH'IEN Kuo Fung has the appropri p a8 required under the
HK Listing Rules. The Audit Commmtiee held twe mectings during the year. 11 reviewed work done by
internal and external audilors. the rekevant fees and terms, reports from external auditors ia relatinn 3o the
intecisn and annual Financiat statements, and receives regular reports from the internal audit functicns

increase in employee related costs as business has expanded. The ive and other of g
expenscs As percentage of Group revenue, excluding the effect of exchange diferences, actualty improve:
irom 4 &% in the previous Ninancial year to 4.5% i the [nancial year 2007, .

Research and develapment (R& D} activities are vital for the long-term development of the Group. Dhuring
the financial year 2007, the Group spent US$45.2 million an R8:D actis ities, which repeesented around 1%
of wal Gioup 1evenue,

Ner Frafit and Dividenrds

The pewfit altributable 1o sharcholders for the year ended 315t March 2007 was US$182.9 millicn, an
merease of US§51.1 nullion as compared to the peevieus (inancial yeae The ratios of ERIT and ERITDA 1o
revenue were 13.3% 2nd 14.9% mespectively,

Basic eaenings per share for the year ended 3Es1 March 2007 were US76.6 cents as compared fo US349
cents m the presjous financirl year. During the year, the Group declared and paid an intersm aad a speciak
dividerd of US4 0 cents per skare and 1530 0 ceuts per share fespeclively, which aggregated 10 US$932
authon. The directors have proposed a linal dividend of US41.0 cents per share, which will aggregate lo
USY98 0 million Cscluding the special dividend, the tota! dividend for the year amounted to U530.0 cents
per share, representiig an increase of US18.0 ceals per thare or 56.3% from the previous financial year.

Liquidity aud Finuncial resources

Sharcholders’ Funds as al 315t March 2007 were US$143.3 million, a 12.1% increase from the US$306 2
million reporied for the Nnancial year 2006, The et agseis per shart increased by |2.5% from USSE28 to
US$1 44

danc: with the Ci 'y terms of refe . The were attended by the Chairman, Chicl
Comphiance Officer, Chief Financial Officer and external auditors. The Group's annual results for e yea
ended 15! March 2007 kave been seviewed by Lhe Audit Committee aed agreed by the Groups external
audifors.
MODEL CODES FOR SECURITIES TRANSACTIONS
The Company lizs adopted 1he Mode) Codes as set out in Appendix 10 of the HK Listing Rules and Annex |
16 Rule 9 of the Listing Rules of the Financial Services Authotity in the United Kingdom regarding
secunties transactions by direciors and senior management in relation {o the accounling period cavered by
the Annual Report. After speeific enquiry, sl directors of the Cainpany conficmed thal Ihey have complicd
with the reuired standard of dealings set out therein,
A af the date of this annpuncement, the Executive Dirvciors of the Company are M. Aflan WONG Chi Fun
(Chairman and Group Chief Executive Office: ), M, Ldwin YING Lin Kwen and Mr PANG King Fai The
Independent Nan-executive Directors are Mt Raymond CHUTEN Kuo Fung, Ar. Wiltiam £ UNG Kwok Lun,
Mr. Michadi TIEN Puk Sun and Mr. Potrick WANG Shuet Chacng

By Order of the Board
VTech Holdingy Limited
Allan WONG Chi Ven
Chairman

Heong Kong, 20th lune 2007
Website: htpsiwww.vlech.com




