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“The past year was the most difficult in our history. Recognizing our

weaknesses and acknowledging our mistakes have been a painful

process, but also useful. It has allowed us to refocus on our core

competencies to make VTech more efficient, cost-effective and market-

oriented. We are rebuilding value in the Group, from the bottom up and

laying a new foundation for the future.”

Rebuilding

Value

Allan WONG
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Corporate

VTech
Profile

is a leading consumer-focused technology company

which designs, manufactures, markets and sells

telecommunication and electronic learning products through its extensive

international distribution network. With its excellence in technology

manufacturing, the Group also engages in contract manufacturing services.

The VTech brand has become a global brand and the Group has rights to use

the AT&T brand on wired telephone products.

Founded in Hong Kong in 1976, VTech is today a global company with annual

sales over US$1 billion. The Group’s high frequency cordless phones enjoy

dominant market share in the US while the VTech brand electronic learning

products represent a prominent label in all major markets. With its corporate

culture rooted in “innovation & technology”, the Group invested over US$66

million in research and development in the financial year 2001. It launches more

than 80 innovative and high quality products each year. VTech’s strengths in

product development and manufacturing enable it to focus on the higher margin

segments of its particular markets. The Group intends to exploit this advantage

through an increased emphasis on marketing.

With headquarters in Hong Kong, VTech has a presence in 13 countries and

around 20,000 employees, including over 1,000 R&D professionals in research

and development centres in the US, Canada, Hong Kong and China. This

network allows it to stay abreast of the latest technology and market trends

throughout the world.

Shares of VTech Holdings are listed on both the Hong Kong and London stock

exchanges (SEHK:303; London SE:VTH). Ordinary shares are also available in

the form of American Depository Receipts (ADRs) through the Bank of New

York (ADR: VTKHY).

VTech has successfully built a business based on its vision of enriching lives

through putting technology into the hands of people.

1
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Turnover

Percentage change on the preceding year

(Loss)/profit before taxation

As a pecentage of total turnover
As a pecentage of average net assets

(Loss)/profit attributable to shareholders

As a percentage of average shareholders’ funds

Basic(loss)/earnings per share

(in United States cents)

Dividends per share

(in United States cents)

(Reduction from)/addition to retained profit

Total capital employed

Shareholders’ funds

Net assets per share (in United States cents)

Stocks

Average stocks as a percentage of total turnover

Debtors

Average debtors as a percentage of total turnover

Long-term liabilities

As a percentage of capital employed

Employees (number of persons)

Manufacturing
Non-manufacturing
Total employees at end of year
Average for the year

1,334.9
27.6%

(213.1)
-16.0%

-112.7%

(215.0)
-114.2%

(96.7)¢

Nil

(241.1)

80.7

79.8
35.4¢

187.5
16.6%

195.3
14.4%

138.2
171.3%

17,493
2,134

19,627
25,622

1,045.9
8.9%

47.6
4.6%

16.4%

45.0
15.5%

21.0¢

17.5¢

7.9

297.6

296.8
138.4¢

256.8
12.3%

188.0
12.4%

171.1
57.5%

25,070
2,876

27,946
24,507

2Financial Highlights

97 98 99 00 01

731

842

961

1,046

1,335

700

800

900

1,000

1,200

1,300

1,400
US$'M Turnover

97 98 99 00 01

44

69
83

45

(215)

(150)

(200)

(250)

(100)

(50)

0

50

100
US$'M

(Loss)/Profit attributable 
to Shareholders

1, 1 00

 Year to 31st March

All figures are in US$ million except those stated otherwise

*Excluding the effect of the Wired Business acquisition on 31st March 2000

2001 2000

*

*

*



VTech Holdings Ltd Annual Report 2001

3Financial Highlights

Turnover by Region (US$’M)

USA

Europe

Asia Pacific

Others

USA

Europe

Asia Pacific

Others

USA

Europe

Asia Pacific

Others

Consumer Telephone Products

Electronic Learning Products

Contract Manufacturing Services & 

Multimedia Communications Products

Other Businesses

FY2001: US$1,334.9M

Consumer Telephone Products
Sales (US$’M)

FY2001: US$823.8M

Electronic Learning Products 
Sales (US$’M)

FY2001: US$291.2M

Turnover by Product Line (US$’M)

823.8
(61.7%)

291.2
(21.8%)

208.2 
(15.6%)11.7 (0.9%)

FY2001: US$1,334.9M

1047.2
(78.5%)

181.6
(13.6%)

51.0
(3.8%)

55.1 (4.1%)

764.5
(92.8%)

35.1 (4.3%)

22.5 (2.7%)
1.7 (0.2%)
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126.2
(43.3%)
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Highlights

Turnover increased 27.6% to
US$1,334.9 million.

Net loss of US$215.0 million

Broad restructuring to cut
costs, improve efficiency

Major management changes

Letter to Shareholders
The VTech Management Team

Allan WONG

Paddy LAW Barry ARMSTRONG

C.W. TO Jack HIRSCH

William HOAlbert LEE
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T he financial year 2001 was undoubtedly the
most difficult VTech has faced since we
began operations in 1976. A combination of

factors, in particular, the problems associated with
the newly acquired consumer telephone business of
Lucent, led to some major operating losses and write-
offs. This in turn triggered a broad restructuring of
the entire group, leading to further charges against
our earnings and resulting in the profit warning and
restructuring announcement that was issued in March
2001. At the same time, a number of unfavourable
external factors affected us during the year. These
included the weak Euro and shortages of
components leading to delivery delays which affected
the Group’s ability to meet orders, both of which led
to lost sales. Market conditions for electronic learning
products also deteriorated.

A contributing factor to our poor results has been
our expansion. For many years, we have been
aggressively growing our businesses and we
successfully built VTech into a company with over
US$1 billion in annual sales in the financial year 2000
while this growth was achieved through investing in
new businesses and focusing on growing market
share. At times, this was done at the expense of
margin. The restructuring we launched earlier this year
is aimed at refocusing on our core competencies,
driving for maximum operational efficiencies and
slashing unnecessary overhead. In doing so, we are
committed to rebuilding value, regaining the
confidence of the investment community and
ensuring a return to strong bottom-line growth in the
years ahead.

Results

Group turnover for the year rose by US$289.0 million,
mainly attributable to sales from the acquired Lucent
consumer telephone operation. However, the
profitability and working capital of the Group were
adversely affected and constrained by the poor
performance and unfavourable business conditions of
the Lucent operations. As a result the Group has
reported a net loss of US$215.0 million for the year,
including the one-off costs of the restructuring and
asset write-downs. The board has not recommended
a final dividend.

Restructuring

We launched a restructuring plan in March 2001 that
involved laying off 4,500 people or 16% of our total
employee force worldwide, winding down and
restructuring non-performing business units and
consolidating operations to improve efficiency. The
details of our seven point plan are given later in this
report. To enable the plan to be executed swiftly and
with minimum legacy issues, we have appointed a
new Chief Operating Officer to take charge of the
whole process.

Because the losses incurred through the restructuring
process were large, we have worked closely with our
bankers to ensure their continued support. I am
pleased to report that all of our bankers are firmly
supporting our plan.

Already, the majority of the restructuring has been
completed, with the remainder to be finished in the
coming months. These actions will enable the Group
to save over US$30.0 million a year and make VTech
a much leaner and nimbler group, that will react more
quickly to changes in market conditions.

Rebuilding

VTech Holdings Ltd Annual Report 2001
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Turning Around the Telephone Business

After acquired the Lucent business in April 2000, we
discovered that the conditions of the business were
much worse than we had been led to expect. Lucent
did not disclose when we signed the Agreement for
the Purchase and Sale of Stock and Assets that
actual sales were considerably lower than those it
had forecast while inventory levels were exceptionally
high in comparison to demand. The lower sales and
excessive stocks resulted in the Mexican factories
being under utilized and an increase in operational
losses.  Our or ig ina l  integrat ion p lan was
compromised and a new plan was immediately put
in place to consolidate the operations in an effort to
cut overheads and clear the excessive stocks. We
attempted to negotiate with Lucent for compensation
but when no agreement was reached, on 25th
January 2001 we filed a complaint in the United States
District Court for the Southern District of New York
seeking damages in excess of US$300.0 million
against Lucent Technologies Inc. and Lucent
Technologies Consumer Products, L.P. for fraud and
breaches of the Agreement for the Purchase and Sale
of Stock and Assets. The litigation is continuing.

To accelerate the consolidation of the consumer
telephone business, I took direct control of the
business as an interim CEO at the beginning of the
year. I immediately put in place broader measures to
streamline the operation and cut further excessive
inventories. The Mexican manufacturing and repair
operations were closed and production was relocated
to our more cost-effective facilities in mainland China.
The majority of the US consumer telephone business
operations were consolidated into Beaverton, Oregon
from New Jersey in an effort to reduce expense. The
distribution and call centre operations were
consolidated and out-sourced to third parties in San
Antonio and St. Louis respectively to further cut
overhead. A new President has been appointed to
manage the combined sales and marketing
operations in North America. At the same time, I have
refocused our R&D effort onto higher margin and
more commercially viable products. The number of
projects and platforms has been streamlined to
improve efficiencies. To enable tighter project

management, we have closed the New Jersey and
UK R&D operations and its development activities
have been assumed by our Canada, Hong Kong and
mainland China-based R&D teams.

Our US and European sales strategies have also been
revised with an emphasis on gross margin rather than
sales volumes. A new process for order control
between the sales offices and the factory has been
put in place to ensure accuracy of sales forecasts
and minimize inventory build-up. The goal is to
increase significantly our inventory turns, so as to
maximize our return on capital employed.

At this point, I am pleased to report that we are
beginning to see some positive results from these
changes. With the restructuring now well on its way
to completion, a recruitment firm has been retained
to search for a permanent CEO for the consumer
telephone business unit.

Tackling Marketing Weaknesses
in Electronic Learning Products

The financial year 2001 has also been a difficult one
for electronic learning products (ELP), where sales
fell by 16.4% to US$291.2 million, mainly due to the
weak Euro, tight supply of critical components and
the success of a major US competitor, Leap Frog, in
taking market share from us. VTech is still the largest
ELP supplier in the world, with a strong position in
the ELA category. That sector, however, is shrinking
mainly because of the proliferation of low-cost PCs
and TV games.

Over the years, VTech’s success in the ELP category
has been mainly attributable to our excellent
technology, innovative product design and
exceptional quality. As the market becomes more
and more commoditized, however, superior
marketing has become a major factor in continued
success. To strengthen VTech’s competence in this
area, we appointed a CEO to direct the entire ELP
operation, including worldwide sales and marketing.
Given his strong background in consumer product
marketing, I strongly believe he can help reposition
and grow the business.
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Strong Growth in Contract
Manufacturing Services

A bright spot in our businesses has been our contract
manu fac tu r i ng  se r v i ces  and  mu l t imed i a
communication products, both of which recorded
strong sales growth. To streamline these operations,
they were merged in January 2001.

Other Businesses

Our newer businesses, including the mobile phone
R&D centre in Aylesbury, UK that we acquired in
September 2000, remained cost-centres, rather than
revenue generators during the financial year. As part
of the restructuring process, we will close this
operation. This should save the Group over US$10.0
million a year. In light of this decision, we have also
fully written-off the cost of this acquisition in the
financial year 2001. To promote synergies among the
Group’s other business units, the PDA (personal digital
assistants) and IA (information appliances) businesses
are being merged into the consumer telephone
business unit, further reducing R&D, manufacturing
and sales costs.

During the year, the Group invested in a number of
e-business initiatives. Those that are not performing
will either be closed down or restructured.

Appreciation

In this difficult year, my particular thanks on behalf of
the board of directors are extended to all our
employees. Their hard work and continued loyalty to
the Group despite the rationalization has ensured that
our operations have continued smoothly during the
restructuring process.

Outlook

With predicted economic uncertainties hanging over
the US, our major market, it would be inappropriate
to be over-optimistic for the financial year 2002. We
expect the US market to remain soft for the remainder
of the year, especially for our ELPs, since a number

of major retailers are reducing their inventory exposure
in view of the current economic uncertainty. Equally,
while our restructuring is proceeding as planned, many
of the benefits will not produce tangible financial gain
for several months.

Nevertheless, we expect our business to improve.
The costs of our various restructuring steps were
largely all taken in the financial year 2001. The
US$110.4 million of restructuring and impairment
charges that affected our bottom line will thus not
recur in the financial year 2002. The closure of the
Mexico factories and the elimination of the US
operations acquired from Lucent will reduce Group
operating costs substantially. The current state of
the market also leads us to believe that the
component shortages that have affected sales and
margin at our business units will not be a factor in
the financial year 2002.

In addition, the rapidly improving cost structure of all
our operations should increase the Group’s
competitiveness. In the longer term, the creation of a
more marketing oriented VTech, coupled with our
proven core competencies in product innovation and
technology, will allow us to recapture lost market share
in the ELP business.

Without question VTech is going through a very

challenging period. However, I am confident that

we are learning from our past misfortunes and will
emerge from these tough times stronger than before,

more focus on building shareholder value.

Allan WONG Chi Yun
Chairman
Hong Kong, 27th June 2001
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Restructuring of Operations

In the final quarter of the financial year 2001, VTech launched a detailed
seven-point restructuring plan to reduce costs, raise efficiency and increase
both the focus of the Group’s worldwide operations and synergies among
them. Through the restructuring, VTech has streamlined its workforce by
approximately 16.0% worldwide and will reduce operating costs by
approximately US$30.0 million annually. We will also increase our emphasis
on higher margin products.

The wide-reaching changes will be completed by the end of the calendar
year 2001.

Review

Review of Operations

Other
Businesses

VTech’s Businesses
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The key features of the plan are:

Senior management is being strengthened through the

appointment of a new Chief Operating Officer to oversee

the restructuring, ensure adherence to schedules and

targets, strengthen financial control and seek further ways

to raise the efficiency of the Group.

The consumer telephone operations in the United States

are being rationalized and consolidated into locations at

Beaverton, Oregon and San Antonio, Texas. The R&D

structure has been reorganized to achieve greater cost

efficiencies and the New Jersey and UK centres have

been closed. Factories in Mexico, which were acquired

from Lucent in 2000 in connection with the consumer

telephone business, have been closed down and

premises are being sold.

The electronic learning products (ELP) operations in Europe

are being centralized under one regional management to

boost efficiency. The operations in Hong Kong and

Dongguan in mainland China are being streamlined.

The information appliances business has been integrated

into the consumer telephone business unit, to leverage

joint technology, marketing and sales channels.

The multimedia communication products unit has been

merged with the contract manufacturing services unit.

e-Business related services, which are long-term

investments and have not yet contributed to Group results,

are being downsized and re-organized to achieve synergies

with other Group companies.

Executive Directors have agreed voluntarily to reduce their

pay by 20%.

VTech Holdings Ltd Annual Report 2001
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Group Performance

Group turnover increased by 27.6% over the financial year

2000 to US$1,334.9 million. The increase is due to sales of

AT&T branded products acquired from Lucent. Nevertheless,

the Group recorded a loss of US$215.0 million for the year

ended 31st March 2001.

As advised in our profit warning announcement on 26th

March 2001, the losses were primarily due to the poor

performance and unfavourable business conditions of the

Lucent consumer telephone business which we acquired

last year. This led to working capital constraint which resulted

in broad-based business restructuring and consolidation

costs as well as adjustments to certain intangible assets.

External factors, including the weak Euro and component

shortages also affected the performance of the Group. The

costs of our restructuring have largely been recognized in

the financial year 2001 and, together with the associated

asset impairment charges amount to US$110.4 million. The

principal items are: severance costs of US$36.0 million; fixed

asset impairment charges of US$17.2 million as a result of

the pending divestiture of the Mexico factory and repair

facilities; intangible impairment charges of US$25.2 million

in respect of the research and development acquired for the

development of mobile phones; inventory write-downs on

discontinued products of US$17.1 million and other closure

costs of US$14.9 million.
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The focus of the
consumer telephone
business is now firmly
on higher margin
products such as
advanced technology
2.4GHz cordless
phones and more
feature-rich 900MHz
cordless phones,
which are expected to
boost earnings.

Telephone
Products

Consumer

Review of Operations
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be robust demand for these products. There was

also an increase in sell-through costs, including

rebates and discounts.

We suffered substantial losses in connection with

the business acquired from Lucent. The adverse

changes in the condition of the business were not

fully disclosed to us and sales of the AT&T branded

phones acquired with the acquisition greatly under-

performed our original forecast. On 25th January

2001, VTech filed a complaint in the United States

District Court for the Southern District of New York

seeking damages in excess of US$300.0 million

against Lucent Technologies Inc. and Lucent

Consumer Products, L.P. for fraud and breach of

the Agreement for the Purchase and Sale of Stock

and Assets.

respectively. We have also reorganized the R&D

structure and are divesting the factories in Mexico,

moving production and repair to mainland China.

Simultaneously, VTech has integrated the information

appliances business into the consumer telephone

business unit to leverage joint technology, marketing

and sales channels. This new business area is in a

development stage and incurred loss in the financial

year 2001.

The focus of the consumer telephone business is now

firmly on higher margin products such as advanced

technology 2.4GHz cordless phones and more

feature-rich 900MHz cordless phones, which are

expected to boost earnings.

T he consumer telephone products business

remains the core of VTech’s operations, in

the financial year 2001 accounting for

61.7% of total Group turnover. Turnover of the

product line increased 50.1% to US$823.8 million,

which included US$319.8 million for sales of AT&T

branded phones. Profitability of this business area,

however, was adversely affected by the unfavourable

condition of the Lucent business and its excessive

inventory levels in relation to demand. These factors

also constrained our working capital and had negative

impact on the Group’s other operations. We have

worked hard to remedy these matters during the year.

In addition, the industry faced a shortage of critical

components VTech needed for its 2.4GHz phones.

As a result, in the first half of the year, we were unable

to increase production to meet what has proven to

The poor performance of the Lucent business and

the high inventory level led to significant working

capital constraint which resulted in broad-based

business restructuring and consolidation, including

asset impairment, employee terminat ions,

streamlining the research and development function,

divesting the facilities in Mexico and consolidating

our US consumer telephone operations. This  working

capital constraint has also negatively impacted the

Group’s other operations.

We are cutting costs and increasing the efficiency of

manufacturing, sales and distribution operations. The

majority of the consumer telephone business

operations in the US have been consolidated into

Beaverton, Oregon. The distribution and call centre

operations were consolidated and out-sourced to

third parties in San Antonio, Texas and St. Louis

Review of Operations 1 1
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Electronic

We are now revitalizing the
business through a series
of far-reaching initiatives
that are cutting costs,
improving the product
range and bringing greater
focus to marketing.

Learning

Review of Operations

Products
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S ales of our electronic learning products

(ELP) decreased by 16.4% over the

financial year 2000 to US$291.2 million. The

fall in turnover was especially severe in the first half

of the year and was partly attributable to component

shortages and delivery delays. This affected our ability

to meet orders, which remained reasonably buoyant.

The weak Euro also affected sales growth, as 43.0%

of our ELP sales in Europe are denominated in the

currency, which was not hedged. These factors and

rise in the price of parts and materials should not

repeat in the financial year 2002.

We are now revitalizing the business through a series

of far-reaching initiatives that are cutting costs,

improving the product range and bringing greater

focus to marketing.

Review of Operations

We have strengthened the senior management

through the appointment of a worldwide CEO of ELP,

whose role is to expand VTech’s position as the

leading provider of interactive learning products for

children from birth to pre-teenhood. The new CEO

will focus on building VTech’s business in

the ever-changing ELP industry and

help to strengthen the global reach

of our ELP. In addition, the ELP

operations in Europe are being

centralized under one regional

management to boost efficiency.

Country managers now oversee

operations, enabling us to penetrate

local markets more aggressively and

reduce operating cost.

VTech has streamlined the ELP operations in Hong

Kong and Dongguan, China. New “cell production”

and “cell engineering” concepts have been introduced

to improve efficiency, by breaking down production

teams into small self-contained “project cells”. Under

this system, the job scope of each cell member is

widened, allowing the size of each project team to

be reduced and eliminating middle tiers of co-

ordinators. This reduces costs and optimizes the

types of development projects undertaken.

In marketing, we are increasing our emphasis on

segmenting our target markets  and using well-known

icons such as “ Bob the Builder” in Europe. We are

also focusing more on the infant and pre-school toys

that have great market potential.
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Our contract
manufacturing
services continue to
show steady growth,
on the back of
VTech’s reputation
and know-how in
manufacturing
telecommunication
products.

14

Manufactu r
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Review of Operations
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telecommunication products where VTech occupies

a niche that allows us to command better margin.

As part of the Group-wide restructuring, VTech

merged the multimedia communication business

unit into contract manufacturing services. The

majority of this unit’s revenue derives from the

manufacture of set-top boxes on an OEM basis and

hence presents obvious synergies. The merger will

save operational costs by restructuring various

functions and eliminating overlap.

O ur contract manufacturing services

continue to show steady growth, on the

back of VTech’s reputation and know-how

in manufacturing telecommunication products.

Turnover increased by 90.6% over the financial year

2000 to US$127.1 million. As a result, total turnover

at the contract manufacturing services and

multimedia communication products units rose

50.0% to US$208.2 million.

North America is still the major market for our contract

manufacturing services, accounting for 45.9% of

turnover. Our growing reputation for reliability in both

the quality of our production and our ability to meet

deadlines, even in the most diff icult market

environment, is being rewarded with an expanding

base of major clients. The business focus of the unit

i s  d i rec ted  towards  the  manu fac tu re  o f

u ring

Production costs of the multimedia communication

products increased due to initial set up costs at

our Mexico facility. We hired consultants to study

the validity of the business model, incurring

professional fees. We also made full provision for

the components inventory of our DVD venture,

which has been discontinued.

Review of Operations
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Businesse s
Other

Mobile Phones

Our mobile phone business is still in the development

stage, following our acquisition of UK-based Sensei

in September 2000. As we have decided to close

the R&D centre in the UK as part of our overall

restructur ing, we have ful ly writ ten off  the

intangible assets purchased as part of the Sensei

acquisition, including writing down the older GSM

components inventory.

e-Business Related Services

During the financial year 2001, losses on investment

in new businesses, including  losses from our Internet-

service provider (ISP) in the US have adversely

affected our performance for the year.

The change in market sentiment has affected our

intention, announced in October 2000, to spin off

VTech’s eLearning business, which combines

physical and virtual methods of delivering high quality

learning. Although we have postponed the initial

public offering, we continue to make progress in this

business. In February 2001, we entered into a

strategic all iance with Longman Hong Kong

Education, to provide a new e-Education channel for

schools and students via the Internet. Losses were

incurred from this business during the year.

As part of the restructuring, we are now scaling down

our e-Business investments and re-organizing them,

to focus more on achieving synergies with other group

companies. Our business-to-business website,

Chinacommercer.com, which we launched in

October 2000 and the co-operative agreement with

South China University of Technology to form

SCVTech, an application services provider and

consulting firm, offer the prospect of exploiting

opportunities in the e-commerce software market in

China, in particular providing “one-stop” e-commerce

solution for business in mainland China. The cost of

these investments expensed in the year was US$0.7

million.

Corporate Affairs

Liquidity and Financial Resources

Net cash outflow from operating activities during the

year increased by US$49.6 million over last year’s

US$10.3 million net cash inflow. This was mainly resulted

from the decrease in operating profit and change in

working capital.

The acquisition of the Lucent consumer telephone

business increased the Group’s long-term borrowings

to US$136.9 million, which represented 169.6% of the

capital employed, as compared to 57.0% last year. Total

interest bearing liabilities increased from US$185.9

million to US$249.6 million.

In line with our restructuring plan, we expect our debt

position to improve in the financial year 2002 being

achieved from rapidly improving cost structure of all our

operations and sale of certain assets as described in

note 14 to the financial statements. A majority of the

Group’s borrowings are on a floating rate basis except

for term loans of US$7.0 million which interest is

charged on fixed rates.

The maturity profile of indebtedness is contained in note

17 to the financial statements. A small portion of the

borrowings are secured against land and buildings. With

cash on hand and available banking facilities at year

end, the Group has adequate working capital to meet

its future working capital requirements.

Review of Operations
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Treasury Policies

The objective of the Group’s treasury policies is to

manage its exposure to fluctuation in foreign currency

exchange rates on specific transactions. It is our policy

not to engage in speculative activities.

Investors

In our investor relations programme, we were active

in explaining developments of VTech to global

investors. During the year, we participated in five

investment conferences in Hong Kong, New York and

Singapore and held roadshows in the US and Europe

in July 2000 and again in Europe in December 2000.

We also maintain contact with the investment

community on a regular basis through one-on-one

investor meet ings, plant v is i ts and analyst

presentations.  Our annual and interim results

presentations as well as the important restructuring

announcement, which were held in Hong Kong, were

complemented by international teleconferences, giving

international investors the opportunity to speak

directly with VTech’s senior management.

Employees

Good employee relations are a hallmark of VTech as

a company. Remuneration is reviewed regularly to

ensure it remains competitive and appropriate for the

particular markets in which we operate. The Group

also provides benefits including provident fund,

insurance and medical benefits. We have implemented

a discretionary bonus program and a share option

scheme for employees, in which benefits are

determined according to the performance of the group

and individual employees.

Despite the rationalization of the workforce during the

restructuring, we have continued to enjoy the support

of employees at all levels.

We continue to invest in training and development

to maintain the skill base we need to achieve our

business objectives. We encourage employees’

continuing education and provide all individuals,

regardless of position, with equal opportunities for

self-development.

In  Hong Kong and China,  our  Tra in ing &

Development section works closely with all business

units to identify training programme that offer the

most value in meeting VTech’s business objectives.

Numerous training programme are provided to our

staff, in areas such as management leadership,

software and language skills, technical seminars and

workshops, as well as joint post-graduate and

diploma courses offered in conjunction with

reputable mainland Chinese universities.

Customers

One of VTech’s strengths is our enduring customer

relationships. As a consumer-focused technology

company, introducing the right product for the right

market at the right time is vital to success, and only

by getting close to our customers can we determine

market trends, improve our products and build

brand loyalty.

In addition to a number of consumer awareness

campaigns, marketing of new products and product

development focus groups, we also offer a number

of feedback channels for consumers including

customer reply cards, the VTech websites and

telephone hotlines.

Our business strategy is based on a customer-

centered philosophy that is designed to create a

complete range of products that reinforce brand

loyalty throughout the consumer’s lifetime and

across generations.

Community

Social responsibility and progress in education

have been core values of VTech for decades and

give us a high level of involvement with local

communities wherever we operate. During the

year, the Group made charitable and other

donations of US$0.2 million.

We work with universities in Hong Kong and China

on research and development projects. These

programme provide the universities with “real life”

projects to challenge the young talent of tomorrow.

VTech also participates in academic bodies and offers

sponsorships for university students in Hong Kong.

Review of Operations
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April 2000
Dr. Toy's 100 Best Children's Products of 2000" compiled by Dr Stevanne

Auerbach (also known as Dr. Toy) in the US, named our Power ZoneTM Edge

"Dr. Toy's Best Classic Toy".

May 2000
Our Little Smart DJ Jazz'n JamTM was given the "Seal of Approval" by the National

Parenting Centre in the US.

June 2000
Launched our IQ Builders brand in Spain.

July 2000
"Dr. Toy's 100 Best Children's Products of 2000", named our Non-Stop GirlTM

"Dr. Toy's Best Vacation Toy".

Our ImpactTM was given the "Silver Award" in the UK's Good Toy Awards 2000.

August 2000
Successfully launched our DECT cordless phone in the UK under the

VTech brand, within six months becoming one of the top four brands of

DECT phones in the UK.

Our contract manufacturing services received the "Best Supplier Award"

from Lexicon, the world leader in digital audio.

September 2000
Our PhusionTM was given an honorable mention

in the Children's Media Awards.

October 2000
Launched our first B2B website, Chinacommercer.com and the amount

of the first transaction was one of the highest recorded in B2B

e-commerce in China.

Signed an agreement with Provisional HK Science Park Co. Ltd. to be

a corporate tenant and VTech will become the first tenant to occupy

an entire corporate building.

Year in

Review

Year in Review
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Our Brainstation PresidentTM won the Belgium Toy Award 2000 and Toy of the Year

Award in the category 8-12 years in Netherlands. It was also awarded the Consumer

prize by consumers throughout Belgium.

Our Non-Stop GirlTM, Little Smart DJ Jazz'n JamTM and Muttzart's Symphony SoundsTM

were given the prestigious "Children's Choice Award" by the Canadian Toy

Testing Council.

November 2000
Announced a partnership with South China University of

Technology to establish SCVTech, an application services

provider and consulting firm.

Launched the VTech School of IT which offers integrated

classroom and online professional IT training for learners with

different levels of technical knowledge from various sectors.

At the 2000 HK Awards for Industry, our electronic learning

product, DJ Jazz'n JamTM won the Consumer Product Design

Award and our Power ZoneTM Edge was awarded a Certificate

of Merit in Consumer Product Design.

December 2000
Our B2B website, Chinacommercer.com launched its on-

line travel channel, providing segmented demand-and-supply

information on 24 different categories of travel products,

industry news and highlights of selected quality products.

January 2001
Our consumer telephone products in the US received the "Strategic Partner of the Year"

award from Office Max, a leading distributor of telecommunication products in the US.

March 2001

Announced a broad-based restructuring plan to streamline global operations, reduce operating

costs and focus on higher margin products in order to drive bottom line growth.

Our contract manufacturing services were named one of the top 50 contract

manufacturers in "Manufacturing Market Insider", a popular monthly periodical catering

to the contract manufacturing industry.

Launched our Mirage C100 DECT phone in the UK.

Year in Review

Muttzart’s Symphony SoundsTM
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Head office

VTech Holdings Limited

57 Ting Kok Road

Tai Po, NT

Hong Kong

Tel : (852) 2680 1000

Fax : (852) 2680 1300

Regional offices

Japan

VTech Electronics (Japan) Inc

Villa Heights Akasaka Shin-Sakamachi

8-7-10-107 Akasaka Minato-Ku

Tokyo 107-0052

Tel : (81) 3 3479 4523

Fax : (81) 3 3403 5107

VTech Communication Japan Ltd

Kyodo Building 701

3-9-2, Kanda Ogawa-machi

Chiyoda-Ku, Tokyo

Tel : (81) 3 5283 2731

Fax : (81) 3 5283 2732

USA

VTech Industries, LLC

101 East Palatine Road

Wheeling, IL 60090-6500

Tel : (1) 847 215 9700

Fax : (1) 847 215 9710

VTech Communications, Inc

8770 SW Nimbus Avenue

Beaverton, OR 97008

Tel : (1) 503 596 1200

Fax : (1) 503 644 9887

VTech (OEM), Inc

560 Division Street

Campbell, CA95008-6906

Tel : (1) 408 378 9600

Fax : (1) 408 378 9609

VTech Telecom, LLC

545 Concord Avenue, Suite 12

Cambridge, MA 02138

Tel : (1) 617 576 3300

Fax : (1) 617 576 7753

Canada

VTech Electronics Canada Ltd

Suite 200, 7671 Alderbridge Way

Richmond, BC, V6X 1Z9

Tel : (1) 604 273 5131

Fax : (1) 604 273 1425

UK

VTech Electronics Europe Plc

Napier Court

Abingdon Science Park

Abingdon, Oxon OX14 3YT

Tel : (44) 1235 555545

Fax : (44) 1235 546805

Spain

VTech Electronics Spain SL

Avenida de la Industria 51

Poligono Industrial

28108 Alcobendas

Madrid

Tel : (34) 9 1657 4400

Fax : (34) 9 1661 4914

VTech Group of Companies

A Chinese translation of the annual report may be obtained on request from Central Registration Hong Kong Limited,
Shops 1712-16, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong.
本年報備有中文譯本，請向皇后大道東183號合和中心17樓1712-1716室香港中央證券登記有限公司索取。
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France

VTech Electronics Europe SA

13 Chemin du Levant, BP 119

01210 Ferney-Voltaire

Tel : (33) 450 40 8585

Fax : (33) 450 40  5942

Netherlands

VTech Electronics Netherlands BV

Copernicusstraat 7

6003 de Weert

Industrial  Estate Kampershoek

Tel : (31) 495 459110

Fax : (31) 495 459114

VTech Electronics Europe BV

Copernicusstraat 7

6003 de Weert

Industrial  Estate Kampershoek

Tel : (31) 495 459110

Fax : (31) 495 459114

Germany

VTech Electronics Europe GmbH

Martinstrasse 5

70794 Filderstadt

Tel : (49) 711 709 740

Fax : (49) 711 709 7449

VTech Communications GmbH

Oderstrasse 3

24539 Neumunster

Tel : (49) 4321 883912

Fax : (49) 4321 883913



57 Ting Kok Road, Tai Po, NT, Hong Kong

Tel: (852) 2680 1000     Fax: (852) 2680 1300     http://www.vtech.com     email: investor_relations@vtech.com
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